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These Bonds Pay Two Ways 


HE LOCAL BANKER is on the 
"i wien can the agent get a 
bond that is required before a lost 
stock certificate can be duplicated 
for a patron? A lawyer calls for a 
bond to assure Uncle Sam’s tax col- 
lector that a client who has had a 
fire will use his insurance check— 
just received—to rebuild. From an 
industrial plant, an eager ‘manager 
says the railroad demands a bond 
before it will build an urgently 
needed spur track to the plant. 
Someone else wants indemnity 
against a lien on the house he is 
ready to build. A young man calls 
up for a bond an asylum requires 
to assure payment of the board of 
his indigent relative. A GI fran- 
tically calls for a bond because his 
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alien fiancee, now on an incoming 
liner, can not leave the ship until 
he has given Uncle Sam such assur- 
ance that he will marry her when 
she lands. A manufacturer needs 
some sales impetus for one of his 
products in the form of a guarantee 
bond. 

Yes, the agent can help all—and 
more—of these clients if he knows 
his miscellaneous bonds. But how 
many insurance producers are aware 
of this large and unusual field? Of 
course, all agents know that fidelity 
bonds afford a wealth of produc- 
tion opportunity. They know the 
same is true of probate and fidu- 
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ciary bonds, public official and 
license and permit bonds. Many 
know it of construction contract 
bonds and court bonds. Those’ are 
the so-called classified lines and are 
avidly sought by successful agents 
and brokers. A producer who over- 
looks miscellaneous bonds, however, 
is losing something more than his 
commission. A client is everlastingly 
grateful to the agent who procures 
that unusual surety guarantee just 
when the client is at his wits’ end 
because the law clerk or the bank 
loan officer, or any of a dozen 


others, has suddenly confronted 


him with a demand for a bond and 
has given no hint of where or how 


to get it. 
AN INFINITE NUMBER 


The number and variety of the 
miscellaneous bonds is 
They parallel the infinite number 
and variety of interests which en- 
gage people—business, industry, 
government, legal, social, artistic 
and scientific. The demand en- 
larges and changes as practices in 
all walks of life grow and evolve. 

The designation “miscellaneous,” 
being a catch-all, permits some 
measure of classification. For ex- 
ample, many such bonded opera- 
tions or transactions are merely 
indemnity bonds. The surety guar- 
antees the performance thereof, 
and in the event that the principal 
undertaking the operation or trans- 


endless. 
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action defaults—that is, fails to 
carry out his agreement—indemni- 
fies for the loss occasioned to the 
other contracting party. The lia- 
bility is contingent. Many other 
such miscellaneous obligations are, 
in essence, agreements to pay a 
specified sum of money at a given 
time or on the happening of some 
contingency. Such bonds are gen- 
erally designated as financial guar- 
antees. 


SoME EXAMPLES 


Here are some miscellaneous 
guarantees of frequent and com- 
mon occurrence: 

Alien Bonds. These are required 
by the U.S. government to assure 
that aliens entering the country will 
not become public charges, that 
minor aliens will go to school, and 
that those entering for a specific 
purpose, such as medical treat- 
ment, a visiting tour, to attend col- 
lege, to lecture or exchange artistic 
and scientific instruction and prac- 
tices, will leave upon the comple- 
tion of their business. Default for- 
feits the penalty of the bond. 

Auctioneers Bonds. Auctioneers 
fall under municipal scrutiny and 
control, and must file bond to guar- 
antee that those who entrust fur- 
niture, antiques and other property 
to them for sale will receive the 
proceeds of the sale. Sometimes 
auctioneers may have to give bond 
guaranteeing payment of the net 
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amount realized on the auction. 
lue Sky Law Bonds. Stock and 
investment brokers are bonded in 
many states, the rigor of the under- 
taking depending on the attitude 
of the legislators toward the offering 
and sale of securities and the desire 
to protect investors from unscrupu- 
lous promoters. Because the primary 
purpose is to create fair weather 
for security buyers, these bonds are 
known as “Blue Sky Law Bonds.” 
The undertaking varies from guar- 
anteeing the simplest requirement 
of stock floaters or brokers to file 
specified particulars of their issues, 
or merely to obtain the state com- 
missioner’s approval to do so, up to 
such rigorous requirements as in- 
demnification against loss due to 
misrepresentation by brokerage 
houses and their salesmen. 
Freight Charge Bonds. These are 
a requirement, or convenience, to 
consignees of freight to permit the 
release of goods by railroads and 
carriers on presentation of bills of 
lading without immediate payment 
therefor by sight draft, as other- 
wise invariably required. The rail- 
roads also try to protect themselves 
in the event of an injury to the 
public occasioned by someone using 
or having something to do with the 
railroad’s property or right-of-way. 
A railroad will run a spur track into 
a manufacturing shipper’s yard, 
provided the manufacturer will give 
a spur track bond to save the rail- 
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road harmless from damage for per- 
sonal injury or material damage 
which the shipper may occasion 
and for which the railroad may be 
held jointly liable. A railroad also 
requires indemnity from contractors 
who work adjacent to, under or 
over the railroad right-of-way. 
Lien Bonds. Liens, becoming en- 
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cumbrances on realty, are some- 
thing for owners or lenders to avoid. 
Such liens arise frequently out of 
building operations when laborers 
or materialmen are not paid, and 
advance assurance against liens be- 
ing filed is required in the form of 
a lien bond. These bonds are needed 
sometimes before construction be- 
gins, sometimes before final pay- 
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ment for the building is made to 
the contractors, and sometimes to 
remove liens already filed. 

Lost Instrument Bonds. Valuable 
documents, stocks, bonds and other 
securities, negotiable or otherwise, 
are frequently destroyed, lost or 
stolen. Sooner or later the time 
comes when money is to be paid 
upon such securities or documents, 
or perhaps the documents are essen- 
tial for the making of a loan or 
some other transaction. Of course, 
no issuer of a security or other 
valuable paper will merely dupli- 
cate the missing original, lest the 
original show up later and both 
documents are presented for pay- 
ment by an innocent purchaser. So 
lost instrument bonds are constantly 
in demand, particularly after a fire, 
robbery or hurricane, by corpora- 
tions, individuals, administrators, 
liquidators and endless others. They 
indemnify the issuing company and 
the transfer agents so that a dupli- 
cate of a lost instrument may be 
issued safely. 

Refunding Bonds. Obligations to 
refund money are a prolific source 
of miscellaneous bonds. Public ser- 
vice companies engaged in rate 
litigation are often required to im- 
pound rate collections in considera- 
tion of the court’s permitting them 
to collect rates which are challenged 
as illegal, unjust or excessive. Gen- 
erally, the courts require surety 
guarantee that upon judgment ad- 
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verse to the utility company the 
rate payments collected in the in- 
terim will be refunded to the utility’s 
patrons. 

Return of Property Bonds. These 
are somewhat similar to refunding 
bonds. They are required from in- 
dividuals or corporations to guar- 
antee the return of property loaned 
to them or held by them in custody 
or trust. For example, during the 
war glass manufacturers were able 
to borrow platinum from the Fed- 
eral government to line their cru- 
cibles. The government also loaned 
machinery and certain technical 
equipment, provided its return was 
guaranteed by bond. Military accou- 
trements and tents are often loaned 
to schools, camps and clubs, but 
their return must be guaranteed by 
bond. Armories, museums and con- 
vention halls rented for sports ex- 
hibits and social affairs must simi- 
larly be bonded for their return 
and to make good any damage done 
while in the custody of the user. 

Concessionnaire Bonds. Such 
bonds are commonly required of 
concessionnaires operating lunch 
and refreshment rooms, cigar stands, 
cloakrooms, hostelry accommoda- 
tions, and entertainment and trans- 
portation facilities. The bonds guar- 
antee that the concession will be 
run as agreed by the contract or 
required by ordinance, and some- 
times also guarantee payment of the 
rental fee or a percentage of the 
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Operators of franchises for ferries usually must post franchise bonds 


gross profit. Similarly, operators of 
franchises for ferries, toll roads and 
quasi-public service facilities usual- 
ly must post franchise bonds before 
they become operative. 

Qualifying Bonds. Even the reg- 
ulation of insurance employs the 
surety bond to facilitate interstate 
operation. Insurance companies li- 
censed in one state are required to 
give a qualifying bond to another 


state in order to do business there, 
guaranteeing compliance with stat- 
utes, payment of taxes and, in some 
jurisdictions, payment of the policy 
contract to the local policyholders. 
Some states require insurance 
agents to file bonds for payment of 
premium taxes, and still others re- 
quire bonds to assure payment of 
penalties for unlawful acts of the 
agent. 
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Liquor or Beverage Bonds. In the 
liquor and beverage industry many 
kinds of bonds are required. Dis- 
tillers, brewers, manufacturers, 
warehousemen, distributors, retail- 
ers, hotels, clubs, boats, dining- 
cars, drug stores, grocers, and the 
like, must all post bonds guaran- 
teeing that they will comply with 
Federal, state and local laws gov- 
erning the sale and use of alcoholic 
beverages, pay taxes and, occasion- 
ally, even pay for damage that may 
be done by patrons who have im- 
bibed too freely. Parallel to the 
beverage bonds are those required 
in the manufacture, distribution, 
sale and use of non-beverage alco- 
hol used for manufacturing, medi- 
cal and cosmetic purposes. 

Dealers Bonds. Because of the 
manner in Which they affect the 
public interest, milk dealers, cattle 
dealers, and produce and fruit deal- 
ers are obliged in many instances 
to file bonds, commonly assuring 
that the dealer will comply with 
health and police laws and, in addi- 
tion, will pay to the farmers, ranch- 
ers and growers the purchase price 
of their commodities. 

Motor Vehicle and Fuel Oil Bonds. 
Other industries prolific of miscel- 
laneous bonds are the motor vehicle 
and fuel oil industries as they apply 
to transportation. Motor vehicle 
operators must indemnify for bodily 
injury and property damage occa- 
sioned to others, and bonds are also 
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necessary to cover C.O.D. ship- 
ments, pay state taxes, and indem- 
nify against cargo damage and 
damage to highway _ surfacing 
through overload. The fuel oil in- 
dustry has to file driller’s bonds, 
bulk shipment bonds, tax bonds, 
lease bonds and bonds guaranteeing 
payment of royalty on oil runs, 
while construction of pipelines pro- 
duces a chain of varied surety 
obligations. 

Warehouseman Bonds. The num- 
ber and variety of warehousing 
bonds required by Federal and state 
regulations or occasioned through 
the financing of products and com- 
modities is high, but enough has 
already been said of industry bonds 
to point out their field in this par- 
ticular industry. 

“Miscellaneous of Miscellaneous” 
Bonds. Less numerous, but still very 
frequent, are the calls for assigned 
accounts, custodian, collateral trust, 
collection agency and cotton com- 
press bonds, as well as bonds for 
stock feeding in transit, payment of 
water rentals, protection of monu- 
ments and mausoleums, removal of 
waterway obstructions, publication 
of legal notices, processing goods 
and foods, fulfilling purchase and 
sale contracts, assuring accuracy of 
surveys, quieting title, qualifying 
reorganization committees, safe- 
guarding and returning securities in 
the custody of public officials, con- 
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ducting fiscal agencies, accounting 
by stamp tax and bottle cap agen- 
cies, assuring students paying their 
college tuition and restoring prop- 
erty damaged, fulfilling ship opera- 
tors’ agreements and charter parties, 
processing wool and _ agricultural 
commodities, and so on. 

Where should the insurance agent 
or broker seek these bonds? In all 
of the great business markets—in 
the banks and financial companies, 
law offices, license bureaus, in the 
municipal clerk’s office, in every 
corporate secretary’s office, the busi- 
ness manager’s office, in industrial 
plants, mercantile, manufacturing 
and contracting concerns, and in 
every insurance company, building 
and loan, hospital, institution, fra- 
ternal entertainment and 
amusement headquarters. While 
every person or corporation may 
not repeatedly need unusual bonds, 
sooner or later nearly everyone 
does. Be alert to that occasion. 


order, 


Basic PRINCIPLES 


Most of these bonds, being un- 
usual, call for more in the way of 
required data for underwriting than 
so-called classified bonds. But the 
underwriting preliminaries must be 
based essentially on fundamental 
commonsense principles: (1) the 
integrity of the person to be bonded, 
(2) his experience with and ability 
to perform the type of engagement 
he enters into, (3) his financial 
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competence to meet the penalty of 
his default or the damage he occa- 
sions thereby, (4) the character 
and degree of the hazard of his 
particular undertaking and (5) the 
term of the risk. None of these fac- 
tors may be guessed at or assumed. 
They must be known to be right 
for the situation. 


GET THE FActTs 


Integrity must be established and 
attested; experience and _ ability 
must be shown by the record; 
financial ability must be established 
by sworn statement, duly verified; 
the hazard must be appraised from 
the documents of agreement, con- 
tract, franchise, statute or ordi- 
nance, not merely from an opinion 
of them. The penalty must be known 
as contingent or as an out-and-out 
financial guarantee, its amount must 
be assessable or known, and the 
term of the bond must be fixed or 
its indeterminate nature understood. 
This information must be assembled 
and presented by the insurance 
agent himself. No one else can do 
it. The client may growl a bit at 
what he calls red-tape, but the dur- 
ability of a long-term lease or an 
agreement to refund $100,000, or 
even $1,000, ten years from now 
are not just “tape.” A responsible 
underwriter must know whether the 
risk runs for a year or for decades 
and, for his own sake as well as the 
underwriter’s, the agent needs to 
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know that the client, as regards in- 
tegrity, is beyond reproach and that 
financially he is what he says he is. 
It would be the height of folly, for 
instance, to undertake a sizable 
builder’s lien bond on unconfirmed 
representations. 

Is the insurance agent too busy 
for such bond problems? Over- 
burdened with too much premium 
volume in other lines? Afraid of the 
unusual? If he is not, but is awake 
to his client’s needs, is willing to 
earn a service-charge premium in a 





good cause, will do some research 
and use some ingenuity to handle 
the unusual, if he will meet diffi- 
cult situations by cooperating with 
the underwriters and will give firm 
advice to clients regarding neces- 
sary safeguards to make a bond 
writable, then he becomes the cli- 
ent’s insurance agent indeed; and 
the same producer’s zest, stirred by 
the most attractive of the commonly 
known bonds, will be stirred by 
these miscellaneous surety obliga- 
tions. 











“Which one’s mine, nurse? I want to show my friends how 
he stands out from the others,” 








. .. AUTOMOBILE 
Never Underestimate the Power of a 
Woman! A young woman drove her 
automobile into a 72-car freight train 
and derailed six freight cars, but con- 
tinued on to work later, unhurt. She 
said she did not see the train. Her car 
was wrecked (Muncie, Ind.). 


. .» BURGLARY 
Amateurs. In Newark, N. J., four 
clumsy but persevering burglars were 
unable to pick a door lock of the serv- 
ice station they were attempting to 
enter, so they broke the door down. 
Then they couldn’t open the 800-pound 
safe, so they dragged it out of doors. 
On the way, one of the wheels of the 
safe came off, and it was heavy work 
setting it into a stolen car, but they 
managed. A block or so away, the car 
broke down, so they dragged the safe 
to another stolen car, making so much 
noise that they awakened a sleeping 
resident who called police. Two of 
the burglars escaped in the second 


stolen car; the other two were caught 
by police. The safe, still unopened, 
was safe in the street. Its owner said 
it contained about $200. . . . In Pitts- 
burgh, Pa., a burglar was sentenced 
to a term in jail after he had left at 
the scene of his crime (1) his finger- 
prints, (2) his social security number, 


(3) a picture of his wife. 


... FRE 
Sherlock Holmes. At an annual con- 
vention of the State Association of 
Fire Chiefs, the host suddenly smelled 
smoke. A veteran fire fighter, he im- 
mediately reasoned, “Where there’s 
smoke there’s fire; something must be 
burning.” Pursuing this line of reason- 
ing, investigation disclosed the some- 
what embarrassing fact that his own 
necktie had caught fire (Malone, N. Y.). 
... Alert Autos. In Toronto, Canada, 
an auto not only burst into flames, but 
sounded its own alarm, awakening its 
owner and neighbors all along the 
street. When fire, believed to have 
been caused by a discarded cigarette 
butt, spread through the interior of 
the car, wires short-circuited and the 
horn blared. Firemen said that if the 
fire had remained undiscovered for an- 
other 15 minutes it would have spread 
to the house. . . . In Towson, Md., an 
automobile tire gave a fire alarm when 
it was set aflame by the heat from a 
burning front porch and exploded. The 
noise awakened five persons sleeping 
in the house. 


... PLate Grass 
Temper! Unbreakable panes of glass 
were installed in the police station 
doors after a check showed the de- 
partment had paid out $109 for glass 
replacement during the past year. 
Police said persons had a habit of 
slamming doors after paying traffic 
fines (Oklahoma City, Okla.), 
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“I don’t quite know how to ask the old boy for a promotion 


—my next move would be into his job.” 
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e The mercantile open stock bur- 
glary policy offers protection 
to every manufacturer, dis- 
tributor or retailer who has 
merchandise exposed to loss 
within his premises, yet there 
is still a vast untapped mar- 
ket for this protection 


Open Stock Burglary Insurance 


INCE THE WAR, crime has been 

on the increase throughout the 
country, in small towns as well as 
large cities. The number of unin- 
sured losses is a challenge to pro- 
ducers everywhere. The mercantile 
open stock burglary policy provides 
your clients with much needed pro- 
tection. This popular policy enjoys 
a wide sale among mercantile risks, 
particularly in large urban centers, 
but there still remains a vast un- 
tapped market for the coverage. 

The basic policy covers loss of or 
damage to merchandise, furniture, 
fixtures and equipment due to bur- 
glary or attempt thereat. Damage 
to the premises except damage to 
plate glass and lettering is also cov- 
ered, provided they are owned by 
the insured or the insured is liable 
to the owner for the damage. The 
property covered may be owned by 
the insured, or held by him as a 
bailee or in any other capacity 
whether or not he is liable to the 
owner therefor. 
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Burglary is defined in the policy 
as the felonious abstraction of prop- 
erty from the premises by forcible 
entry therein, when the premises 
are not open for business. The for- 
cible entry must leave visible marks 
on the outside of the premises at 
the place of entry, caused by tools, 
explosives, electricity or chemicals. 
If entry is made through an un- 
locked door or window there is no 
coverage. The premises must be 
closed and locked. 

The term “premises” as used in 
the policy means the interior of 
that portion of the building desig- 
nated in the declarations which is 
occupied solely by the insured in 
conducting his business, but ex- 
cluding show cases and show win- 
dows not opening directly into the 
interior of the premises, and public 
entrances, halls and _ stairways. 
Merchandise in island show cases 
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and other show windows not open- 
ing directly into the premises may 
be covered for an additional pre- 
mium. However, the rates for this 
coverage are high and as the ex- 
posure is usually small the coverage 
is seldom sold. 


THE COoINSURANCE CLAUSE 


Unlike most other casualty forms, 
the mercantile open stock policy 
contains a coinsurance clause. This 
has proved the most satisfactory 
method of dealing with the twin 
problems of self-selection and un- 
der-insurance. The coinsurance or 
average clause is mandatory. The 
percentage varies according to the 
territory in which the risk is lo- 
cated, It ranges from 80 percent in 
Territory 1, to 40 percent in Ter- 
ritory 6. All risks are subject to the 
territorial percentage. It is not per- 
missible to select a different coin- 
surance percentage. Within a given 
territory, the percentage is the 
same for all classes of business. 
These percentages recognize the 
difference in hazard between one 
territory and another, due to gen- 
eral crime conditions as well as 
quality and quantity of facilities for 
the prevention and detection of 
crime. 

The clause differs from that 
found in other policies in that it 
contains a coinsurance limit. This 
has been defined as a sum in dol- 
lars substituted as a measure of 
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the fair value of stock when appli- 
cation of the coinsurance percent- 
age would require an amount of 
insurance unfairly high. In effect, 
the policy provides that the insured 
must carry insurance equal to the 
prescribed percentage of his stock 
or equal to the coinsurance limit, 
whichever amount is less. The co- 
insurance limit varies according to 
the classification of the business. 
It may be said to vary according 
to the “stealability” of the insured 
merchandise. It represents the aver- 
age large loss for the type of stock 
insured. For example, in Territory 
1 the coinsurance limit for furriers 
is $40,000; for pawnbrokers $20,- 
000, and for tent and awning man- 
ufacturers only $1,000. 


CONSIDER THE TYPE OF PERIL 


The reason for including a co- 
insurance limit in the burglary pol- 
icy and not in the fire policy is 
easily understood if we consider 
for a moment the type of peril in- 
sured against. Under a fire policy, 
the possibility of a total loss is al- 
ways present. Under a_ burglary 
policy, the possibility of total loss 
decreases as the size of the risk in- 
creases. For example, a large de- 
partment store might have stock 
valued at five million dollars. This 
could easily be destroyed in a fire, 
but only a small portion could be 
lost through burglary. Failure to 
include a coinsurance limit would 
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be unfair to the larger risks. 

If the insured fails to carry the 
required amount of insurance, the 
amount payable to the insured in 
the event of loss is based upon the 
usual formula, which is determined 
on the basis of the amount of in- 
surance carried, the amount of in- 
surance required and the amount 
of loss incurred. It is the duty of 
agents and brokers to explain this 
important policy provision to their 
insureds and arrange for fluctua- 
tions in stock values to be reported 
promptly, so that coverage may be 
increased where necessary. 

Jewelry, precious and semi-pre- 
cious stones, watches, necklaces, ar- 
ticles containing one or more gems 
and pledged goods are excluded 
from the application of the coinsur- 
ance clause. The policy limits the 
liability of the company to $50 as 
respects any one article of jewelry, 
watch, precious or semi-precious 
stone. The value of articles held by 
the insured as pledges or collateral 
is limited to the value determined 
and recorded by the insured when 
making the advance or loan or, in 
the absence of such record, to the 
unpaid portion of the loan plus ac- 
crued interest. However, the limit 
per article of jewelry may be in- 
creased in multiples of $50 upon 
payment of an additional premium. 

The companies feel that jewelry 
should properly be kept in a safe 
or vault, and the limit of $50 on 
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each article is intended to encour- 
age this practice. Merchandise in 
a safe or vault may be insured 
under a safe burglary policy at a 
much lower rate without any limi- 
tation. 

The policy exclusions are grouped 
in one paragraph which states that 
the company shall not be liable tor 
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loss or damage: (1) if the insured, 
any associate in interest, or servant 
or employee of the insured, is either 
a principal or an accessory in ef- 
fecting or attempting to effect the 
burglary, (2) unless records are 
kept by the insured in such manner 
that the company can accurately 
determine therefrom the amount of 
loss or damage, (3) contributed to 
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by fire or occurring during a fire 
in the building in which the prem- 
ises are located, (4) contributed to 
by any change in the condition of 
the risk, (5) to furs, and articles 
containing fur which represents 
their principal value, occasioned by 
the stealing of such property from 
within a show window in the prem- 
ises, by a person who has broken 
the glass thereof from outside the 
premises, or by an accomplice of 
such person, (6) occurring while 
the protection or service promised 
in the declarations is not main- 
tained. 


EXPLANATION OF EXCLUSIONS 


The first two exclusions are self- 
explanatory and in substance are 
found in all burglary, theft and 
robbery policies. Losses caused by 
the insured are, of course, not cov- 
ered. Losses caused by employees 
may be covered under fidelity 
bonds and, therefore, are excluded 
here. If the insured does not keep 
adequate business records that en- 
able the amount of loss to be de- 
termined, there is no coverage. Fire 
in the premises or in the building 
containing the premises may mate- 
rially change the physical condi- 
tions of a risk; therefore, Exclusion 
3 protects the company against this 
increased hazard. Exclusions 4 and 
6 are similarly included to safe- 
guard the company against a 
change in the desirability of con- 
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ditions of a risk. 

Loss of furs from a show window 
which has been broken into from 
the outside is excluded from the 
policy by Exclusion 5. Property of 
this nature is extremely hazardous 
and the basic rate does not contem- 
plate show window coverage on 
furs. However, the coverage may 
be added to the policy by endorse- 
ment upon payment of an addi- 
tional premium. 


RATING Basis 


Open stock burglary rates are 
based upon three factors: (1) the 
territory in which the risk is lo- 
cated, (2) the “trade group” or 
class of business and (3) the 
amount of insurance, as the rates 
per thousand decrease with each 
$5,000 of insurance. These basic 
rates may be modified by percent- 
age discounts for watchman service ° 
and approved burglar alarm sys- 
tems. Discounts vary from 10 to 70 
percent, depending upon the pro- 
tection afforded. 

It is generally agreed among in- 
surance underwriters that moral 
hazard is a far more important fac- 
tor in the burglary, theft and rob- 
bery lines than in any other form 
of insurance. It is estimated by 
some to be as high as 90 percent. 
This moral hazard is important in 
underwriting mercantile open stock 
burglary business, but the physical 
hazard is equally important. A very 
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The basic rate does not contemplate show window coverage on furs 


careful selection of business is nec- 
essary for the companiés to write 
this line profitably. For this reason 
most companies require inspection 
reports before issuing a policy and 
frequently find it necessary to make 
recommendations to improve the 
physical hazard. Producers who are 
not familiar with the line some- 
times object to recommendations 


on the grounds that compliance 
makes insurance unnecessary. The 
number of losses even among pro- 
tected risks illustrates the fallacy of 
this reasoning. Protective devices 
such as alarm systems, iron bars 
and burglar-proof locks will not 
prevent losses. However, by mak- 
ing forcible entry more difficult 
they increase the chance of detec- 
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tion and prevent loss by small-time 
operators who do not have the 
tools or equipment necessary to 
force the defenses of well protected 
premises. 

Broader protection than that af- 
forded by the basic coverage may 
be provided for qualified risks by 
attaching a theft endorsement to 
the policy. This endorsement ex- 
tends the burglary policy to cover 
loss of merchandise by theft, lar- 
ceny or robbery within the prem- 


ises. The requirement that the 


premises be closed and _ forcible 
entry made therein is removed by 
attachment of 


this endorsement. 


However, it is well to bear in mind 
that inventory losses and mere dis- 
appearance of merchandise are not 
covered. It must be reasonably 
shown that the loss was brought 
about by theft, larceny or robbery. 
For most risks, the additional 
premium for this endorsement is 75 
percent of the gross burglary pre- 
mium, not subject to any discounts. 

Every manufacturer, distributor 
or retailer who has merchandise ex- 
posed to loss within his premises 
is a prospect for a mercantile open 
stock burglary policy. Let it demon- 
strate its value—to-your clients and 
to you. 


“It’s awfully thoughtful of you, dear, to take out an insurance policy 
for me in case something happens to you, but suppose nothing does?” 








Robert S. Smith 


CERTIFIED INSUROR 


» Many agents could be induced 
to improve their standards if 
a worthwhile objective were 
provided, says this author, 
and the “Certified Insuror’”’ 
plan is his answer to the 
problem. 


Oklahoma Has an Idea 


HE COMPLEXITY of modern busi- 
ness life demands that sellers 
of property and casualty insurance 
possess not only high integrity but 
a very wide range of knowledge as 
well. Unfortunately, all too many 
are not qualified; at the other ex- 
treme, there are a fine number of 
earnest and conscientious agents 
who are real students of the busi- 
ness. In between these extremes is 
a very large number of agents who 
could be induced to improve their 
standards if only some worthwhile 
objective were erected to challenge 
their efforts. 

In Oklahoma, at least, there is 
nothing to distinguish the best 
qualified agent from the worst. 
Like most other state associations, 
Oklahoma has sought enactment of 
an agents’ qualification law and as 
chairman of the legislative commit- 
tee for the past three sessions, I 
have been close to the scene. Out 
of this experience has come the 
conviction that a “Certified Insuror” 
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plan is a desirable or even neces- 
sary prologue to a thorough-going 
qualification statute. 

As the Oklahoma law now stands, 
there are two types of licenses pro- 
vided for agents selling fire and 
casualty insurance. First, there is 
the “policy-writing agent” who is 
authorized by law to sign policies 
for his companies and to commit 
them to the liability contemplated 
by their policies. Second, there is 
the “soliciting agent” who can only 
solicit business for the policy-writ- 
ing agent for whom he works. The 
“Certified Insuror” idea contem- 
plates no change whatever in these 
definitions, nor in either the man- 
ner or ease with which licenses for 
them may be obtained. No change 
in function or authority of these 
two classes would be imposed. But 
the plan does contemplate adding 
another classification of agent to 
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our existing statute, to be called 
“Certified Insuror.” 

To achieve the Certified Insuror 
license, an applicant would first 
have to possess either a policy- 
writing or a soliciting agent’s li- 
cense. Then, as I visualize the plan, 
the applicant would be required to 
submit to a written examination on 
fundamentals, principles, applica- 
tion of insurance to problems of 
individuals and businesses, laws af- 
fecting his operations as an agent, 
and other subjects germane to the 
field. Only through a rigid exami- 
nation could the designation be 
made of value to those on whom it 
is conferred. The test should be of 
such scope and significance that it 
would demonstrate real ability and 
knowledge of this fine business. 
The plan can’t succeed if the desig- 
nation, Certified Insuror, is con- 
ferred or awarded following a 
simple or perfunctory quiz and an 
adroit maneuver by some politician. 
It, must be thorough. It must be 
stiff. It must be well supervised and 
planned. It must be above suspicion 
of political manipulation. 


ADMINISTRATION 

The administration of the plan 
probably should be lodged in the 
state insurance board—in my state, 
a board already set up and func- 
tioning. However, my idea contem- 
plates setting up an “examining 
and qualifying committee.” Subject 
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to further study, I suggest a com- 
mittee of five members. One would 
be a professor of business adminis- 
tration from the state university to 
guide the committee in the peda- 
gogy and psychology of a good ex- 
amination. The other four could 
well be state or special agents or 
branch managers, one each from a 
fire company, a casualty company, 
a surety company and a marine 
company. Thus, the subject matter 
for examination could best be pre- 
sented and equitable grading of 
papers be assured. Finally, through 
this “examining and qualifying 


committee” it is felt that abuse of 
the plan can be eliminated. 


Duty oF COMMITTEE 


It would be the duty of the 
“examining and qualifying commit- 
tee” to prepare the questions, plan 
and conduct the examination, and 
certify results to the state insurance 
board. The law should provide a 
per diem for members of the com- 
mittee. An examination fee should 
be charged and probably a small 
annual fee for renewal of certifica- 
tion. Thus, funds for administra- 
tion of the act can best be supplied 
without support by taxes. 

Other conditions for the Certified 
Insuror designation or license seem 
desirable: (1) I suggest a require- 
ment that an applicant must have 
had at least three years’ actual ex- 
perience in his own office as a 
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policy-writing agent, or as a solici- 
tor in a recognized agency; (2) the 
applicant must possess a “clean 
slate” with his companies—surely 
it is time agents should lend their 
influence to greater financial ac- 
countability; (3) agents should 
subscribe to and abide by a code 
of ethics or a code of fair trade 
practices; (4) revocation of the 
special license should be provided. 

Thus, by law, I propose the cre- 
ation of a special or select class of 
license which would effectively 


separate the well-qualified agent 
from the type who cares nothing 
about improving standards in our 
field. Thus, by law, a special class 
would be authorized into which 
any agent in the state might climb 


if he is willing to take the exami- 
nation, is able to pass the test, has 
had sufficient practical experience, 
possesses a clear financial record, 
and is willing to subscribe to and 
abide by the code. 

Certain practical aspects of the 
case seem worthy of comment. 
First, I suggest that the legislature 
would accept this program because 
it promises to start immediately to 
get improvement in the standards 
of agents. Whereas agents’ qualifi- 
cation laws are intended to compel 
better qualifications in coming into 
the field in the future, the Certified 
Insuror idea would tend to improve 
standards of those now licensed. In 
general, qualification laws do noth- 


OKLAHOMA HAS AN IDEA 19 


ing to improve standards of the 
present generation of agents. 

After all, agents of Oklahoma 
first should do something within 
their own ranks by way of qualify- 
ing themselves for better service. 
Then, after having imposed upon 
themselves by voluntary act the 
improvement in standards, I feel 
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that quite shortly a demand for 
qualification of all agents would 
grow—and the legislature will re- 
spond by enacting a_ thorough- 
going agents’ qualification law. Our 
legislative friends have always 
looked upon agents’ qualification 
bills as efforts to curtail competi- 
tion for the current generation of 
agents by compelling “qualification” 
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for those coming in the future. This 
objection cannot be leveled against 
the Certified Insuror idea because 
it is a voluntarily imposed require- 
ment. No agent is required to take 
the test unless he wants to acquire 
the. select license. This plan does 
not subtract one single right or pre- 
rogative from the sorriest agent in 
the state. Neither does it handicap 
in the slightest the right or ease 
with which some new prospective 
agent may get into the insurance 
business. 


RELATIONSHIP TO C.P.C.U. 


Possibly I can’t pass the exami- 
nation our “qualifying committee” 
may cook up. If I can't, I am still 
an insurance agent acting under 


precisely the same licenses I now 
use. I will have nothing taken away 
from me. Or, for that matter, I 
might choose to ignore the designa- 
tion. Again I suffer no change in 
my status—except, I hope, the in- 
tensified competition of those agents 
who are smart enough, aggressive 
enough, progressive enough, to 
qualify and secure the designation 
of Certified Insuror. 

Some may complain that the 
Certified Insuror plan infringes 
upon the C.P.C.U. degree or desig- 
nation. I certainly do not wish to 
present anything that would tend 
to fence in or discourage the work 
of our educational committee in 
promoting C.P.C.U. work. The 
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standards I visualize for Certified 
Insuror are not as comprehensive 
as the requirements for the C.P.C.U. 
designation. In other words, my 
idea contemplates a license plan 
awarded by law which should be 
an effective “feeder” for further 
work toward the C.P.C.U. degree. 
Indeed, I believe the Certified In- 
suror plan would add immeasur- 
ably to the numbers who would 
strive for the higher award. 


Ip—EA Has MAny PARALLELS 


There are ample parallels in state 
laws for this idea. There probably 
is no state in the union that does 
not qualify by law and license or 
reward those who possess special 
qualifications in the field of archi- 
tecture, accountancy, law, medi- 
cine, dentistry, pharmacy, oste- 
opathy, optometry and in most 
states many other fields of business 
or professions. In the field of ac- 
counting we find the most direct 
parallel to the idea of Certified 
Insuror. The certified public ac- 
countant is distinguished from the 
ordinary bookkeeper, the auditor or 
public accountant, by law. Under 
the law of my state, Oklahoma, no 
one dares use the initials “C.P.A.” 
unless he is qualified by law as a_ 
certified public accountant. A heavy 
fine may be imposed for illegal 
use. Likewise, a drug clerk, even 
the owner of a drug store, violates 
the law if he attempts to compound 
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a dose of medicine or doctor’s pre- 
scription unless he has a pharma- 
cist’s license. And so on through a 
long list of professions and quasi- 
professional businesses, the law 
prescribes the qualifications and 
sets the pattern. 

With one or more certified 
agents in each of our smaller com- 
munities, and with from 25 to 40 
(or more) certified agents in 
Oklahoma City and Tulsa, each ad- 
vertising that he is certified by law 
as a qualified insuror, it wouldn’t 
be too long before our influence 
would be felt. Such a designation 
would provide the incentive, the 
objective, the worthy goal, by 
which hundreds of ordinary agents 
would seek to improve their stand- 
ards and become certified—just as 
every accountant or bookkeeper as- 
pires ultimately to become certified 
so that he may use the cherished 
title, “C.P.A.” 

Much has been said from time 
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to time about using the term “in- 
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suror” as an effective means of 
separating qualified agents from 
the commission grabbers. I merely 
suggest the term be broadened to 
“Certified Insuror” and have its use 
restricted by law to those who are 
genuinely qualified. Thus, I believe 
the professional agent may free 
himself of the insidious handicap 
of being, in the eyes of the public, 
“just another insurance agent.” 

Such a plan will provide a select 
classification into which our well- 
qualified agents can achieve a 
place, command the greater respect 
of the public and earn for the busi- 
ness far better public relations. It 
will intensify competition—tending 
to place the Certified Insuror in a 
superior place. In a relatively short 
period, I earnestly believe the plan 
will attract a gratifying number of 
professional agents to secure their 
certification—and quickly the more 
desirable business of your commu- 
nity and mine will then tend to 
gravitate to the agencies of “Cer- 
tified Insurors.” 


I have found it helpful to keep constantly in mind that 
there are really two entries to be made for every transaction 
—one in terms of immediate dollars and cents, the other in 


terms of good will. 


—Ralph Hitz, 
as quoted in The Marylander 
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Liability of Teacher—A high school 
pupil was engaging in a boxing match 
with another pupil under instruction 
and in the presence of a physical edu- 
cation teacher. It was a _ required 
physical activity of the school. During 
the course of the match one of the 
pupils received a blow on the temple 
and, as a result, sustained a brain in- 
jury. He sued the teacher and recov- 
ered a judgment. The appellate court 
affirmed the judgment, holding that 
the teacher failed in his duty to ex- 
ercise reasonable care to prevent in- 
juries and to warn the pupils before 
permitting them to engage in a dan- 
gerous activity. (LaValley v. Stan- 
ford (New York 1947) 70 N.Y.S. 2d 
460. ) 
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Liability of Bank—-A woman patron 
of a bank was walking down a flight 
of smooth marble steps leading to the 
bank basement. She felt herself slip- 
ping and attempted to grasp the 
balustrade, but was unable to do so 
and fell down the stairs, injuring her- 
self. In her suit against the bank, the 
trial court instructed a verdict for the 
bank, but the appellate court reversed 
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the judgment and ordered a new trial, 
holding that there was evidence that 
the stairway was slick at the time of 
the accident, and it was negligence 
not to have repaired the condition or 
provided safeguards against such slick- 
ness. (Adair v. Houston National 
Bank (Texas 1947) 203 S.W. 2d 
782.) 

”) 
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Liability for Dog Bite—As a postman 
was delivering mail to a residence, a 
dog kept by the owner of the house 
attacked him and tore several letters 
contained in a package in his hand. 
He showed the torn letters to the 
owner’s wife and advised her that the 
dog was vicious. She did nothing to 
restrain the animal. About five min- 
utes later, as the mailman was walk- 
ing on the sidewalk in front of the 
house, the dog again attacked him 
and bit his leg. In his suit against the 
husband and wife, the trial court dis- 
missed his complaint. The appellate 
court, however, reversed the judg- 
ment, holding that the dog had shown 
himself to be vicious and should have 
been restrained. (Benke v. Stepp 
(Oklahoma 1947) 184 P, 2d 615.) 





Agents who have prepared 
surveys for their clients will 
find that same objective ap- 
proach a real advantage in 
building a sound realistic man- 
agement plan for their own 
agencies 


How About Surveying Yourself? 


ee DAYS OF EASY selling and 
easy competition are about 
over. So agents are getting set 
for keener competition. They 
are overhauling their selling and 
advertising programs, making them 
not only more efficient than they 
were yesterday, but more efficient 
than those their competitors will 
have tomorrow. 

Good agents know that the most 
efficient way to build a sound, real- 
istic insurance program for a cus- 
tomer is to make an insurance sur- 
vey for him. You can use that same 
insurance survey method to build a 
sound, realistic management plan 
for your agency. First study your 
territory, your customers and pros- 
pects, your qualifications, your com- 
petition, your selling and your ad- 
vertising. Then study the facts and 
prepare your plan. 

Any practical and profitable pro- 
duction plan must start off with a 
study of your territory, to deter- 
mine the amount of insurance it 





By RAYMOND C. DREHER 





can deliver and how much of it 
you should write. Your territory 
consists of those parts of your com- 
munity from which you now get 
the greatest portion of your busi- 
ness and where you expect to write 
more business with less effort than 
in any other section of your com- 
munity. This is your “natural mar- 
ket.” The first step in studying 
this “natural market” is to define 
it. Buy a large scale map of your 
community and outline the natural 
boundaries of your important areas 
with a colored crayon. 

In order to determine the amount 
of insurance your territory can de- 
liver and how much of it you 
should write, you need the answers 
to these questions: 

1. How many families are in 

these areas? 

2. How do they earn their 

money, how much do they 
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earn, how do they live and 
what are their buying habits? 
3. What percentage own their 
own homes, and what is the 
average value? 

4. What percentage own cars 
and in what price class? 

5. Approximately how much 
did these families spend for 
insurance last year, and what 
was your percentage of the 
business? 

6. What should they spend for 
insurance this year, and what 
percentage should your agency 
write? 


7. What businesses and _in- 


dustries are showing the great- 
est gain, and what are their 
peculiarities that effect insur- 


ance sales? 

8. Approximately how much 

did they spend for insurance 

last year, and what was your 

percentage? 

9. How much should they 

spend for insurance this year, 

and how much of this should 
your agency write? 

You know the answers to some 
of these questions; the others you 
can get from your chamber of com- 
merce, state development commit- 
tee or local newspaper. Of the 
three, the local newspaper is your 
best bet for detailed answers, be- 
cause it makes continuous market 
surveys for the benefit of its adver- 
tisers and prospective advertisers. 
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When you have the facts, analyze 
them. The study will give you defi- 
nite reasons why some sections of 
your territory produce excellent 
results with ordinary effort, and 
why other sections, no matter how 
hard they are worked, produce 
poor or average results. It will 
show what sections will produce 
the greatest percentage of returns 
at the lowest cost, and where you 
should put added pressure. It will 
enable you to base your quota and 
plan of operations on facts, not 
hunches. 


Just Asx! 


If you knew the real reasons 
why your customers buy certain 
forms of insurance, and why they 
prefer to buy their insurance from 
you, developing your “natural mar- 
ket” would be simple; you could 
merely use the same reasons to 
sell more insurance to other people 
of like circumstances and reactions. 
Well, you can easily find out. Just 
ask your customers! 

I am not suggesting that you call 
on every one of your customers. 
You can easily secure accurate in- 
formation on the reactions and 
preferences of your whole cus- 
tomer list by questioning only a 
small number, if they represent a 
true cross section of all. In other 
words, you can get the reactions 
and preferences of 500 customers 
by interviewing merely five percent 





1948 


—if the 25 are a true sample. This 
is the tested technique that is used 
by fact-finding and public-opinion 
polls, with which you are familiar 
Getting answers will be easier than 
you think; most people are flattered 
when asked their opinions or advice. 

You want to find out if your cus- 
tomers bought insurance from you 
because of your service, your sales 
methods, your advertising, the lo- 
cation of your office, some personal 
reason, or the recommendation of 
a friend. You also want to find out 
why they carry certain forms of in- 
surance, their reasons for not car- 
rying other forms, their knowledge 
of insurance in general. It is also 
important to get their opinions on 
your advertising, selling and ser- 
vice, and their suggestions for im- 
proving them. Write down your 
questions clearly and carefully and 
then arrange them in easy succes- 
sion. Use your questionnaire as a 
guide in all interviews. 

You can quickly get the cus- 
tomer’s attention and interest by 
telling him that you are conduct- 
ing a survey to find out how you 
can be of greatest service to all 
your customers. Best results are ob- 
tained when the person interviewed 
is encouraged to talk freely and 
frankly; with this approach you 
will get many opinions, ideas and 
suggestions that would not be 
brought out by direct questioning. 
You will enjoy making this survey. 


HOW ABOUT SURVEYING YOURSELF? 25 


It won't be difficult. You won't 
have to set aside time to do the job 
because you can do a little survey 
work each day as you call on your 
customers. After completing your 
interviews, study the results care- 
fully. The greater percentage of 
replies will be alike; reasons-why 
will be repeated. These will be the 
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basic reasons. Build your solicita- 
tions and advertising around them, 
and the ease with which you make 
new sales will astonish you. 

In addition to knowing why 
people buy insurance from you, it 
is important to know who will 
buy and how much. As in most 
businesses, the average insurance 
agency receives most of its pre- 
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mium income from approximately 
25 percent of its customers. Since 
it costs nearly as much to sell a mar- 
ginal account as it does a highly 
profitable one, it seems reasonable 
that premium income could be in- 
creased and selling costs cut by the 
adoption of selective selling and 
prospecting. Chéck and analyze 
every account on your books and 
arrange them in these three groups: 

1. Small, unprofitable —ac- 

counts, to be handled by tele- 

phone and mail. 

2. Accounts with good possi- 

bilities, to be serviced with a 

balanced combination of tele- 

phone, mail and personal calls. 

8. Large, profitable accounts, 

to be serviced entirely by per- 

sonal calls. 

By doing this, every assured 
would received attention, but only 
the amount of personal attention 
his business warranted. Next, study 
the common characteristics of the 
customers in your two important 
groups. Then concentrate your 
prospecting on those who have like 
characteristics and those showing 
definite signs of attaining them. 


Tue WacE EARNER 


There is one prospect who de- 
serves your particular attention to- 
day—the wage earner. He is a 
pretty important person, not only 
to you but to other businessmen. 
In the last eight years, 8,000,000 
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families moved into higher income 
brackets; most were wage earners. 
Wages rose rapidly during the war; 
salaries rose much less rapidly. To- 
day the pay check of the experi- 
enced wage earner is as large or 
larger than that of the experienced 
white collar worker. Important to 
you is the fact that while living 
costs increased 55 percent since the 
start of the war, the average weekly 
pay check of the wage earner 
increased 92 percent. As a result, 
wage earners have had the biggest 
gain in spending power. 


Tue Most ImMporTANT PROSPECT 


The skilled, highly paid wage 
earner has, and from all indica- 
tions will continue to have, the 
money to buy new automobiles, 
new homes, new furnishings and 
many other insurable things. He’s 
today’s important prospect. Not 
only because he has more money 
to spend, but because he represents 
better than 43 percent of the 
families in the United States. 

To the insurance-buying public 
in your territory, most agencies 
seem pretty much alike. Yet, 
we in the insurance business 
know that all agencies are not 
alike. It’s a good deal the way 
it was with the rubber fruit- 
jar ring industry not so many years 
ago. All rings were alike, and all 
did a good job of preserving fruit. 
But one day a jar ring manufacturer 
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Wage earners have had the biggest gain in spending power 


was talking with his advertising 
agency. The copywriter, who evi- 
dently had trouble opening his 
wife’s preserves, asked the manu- 
facturer for the best procedure. A 
jar of fruit was brought to the con- 
ference table, the manufacturer 
took out his pocket knife and ran 
the blade between the cap and the 
rubber ring; the cap unscrewed 
easily. When the copywriter asked 


why the manufacturer ran the blade 
of his knife between the cap and 
the rubber ring, he was told to let 
the air in. He suggested that an 
ear, or tab, be added to the pres- 
ent ring; then a housewife could 
pull out the tab, air would enter, 
and the jar would be opened easily. 
One jar ring manufacturer was 
lifted above competition. Fruit jar 
rings were no longer alike. 
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Every agency has, or should 
have, its “ear on the fruit jar ring” 
—the thing that sets it apart from 
competition. To find yours, start 
a list. Start off with the reasons 
your customers gave you for select- 
ing your agency. Single check the 
qualities that would apply to any 
good agency. Double check those 
that you alone have. These are your 
“ears on the fruit jar ring’—your 
plus qualities. 


DeEvELor YouR Own 


But even if you can’t find some- 
thing distinctively different in your 
own agency, you can develop your 
own “plus quality.” You can take 
some basic agency service that has 
a strong appeal to your class of 
customers. Label it with a name 
that is distinctive, and then feature 
it in your advertising and selling. 
Do this consistently and interest- 
ingly and insurance buyers will 
soon come to feel that only your 
agency offers this important fea- 
ture. 

After making a check list of your 
own “plus qualities” which already 
existed or which you created, you 
can make a presentation that gives 
your agency character—a presenta- 
tion that will prove that all agency 
service is not alike, that you have 
something of greater value to offer 
your prospects. 

Equally important is knowing 
the advantages and disadvantages 


December 


you have in respect to each of 
your competitors. Rate each agency 
according to its importance to you 
as a competitor. Write down your 
opinion as to what the insuring 
public thinks about you in com- 
parison to each one. Then, as a 
double-check, ask a few of your 
friends to ask some of their busi- 
ness acquaintances to list the first 
five agencies in town in the order 
of their importance, and the reasons 
why. As a triple-check ask the same 
question of your field men, In every 
case insist on an honest answer. 
Compare your office with your 
competitors’ as to impressions on 
insurance buyers. Do the same with 
your letterhead and your advertis- 
ing. Know what companies your 
competitors represent. This will 
not only give you a broad hint as 
to their operations, but the type of 
advertising and sales helps that are 
available to them. Since these are 
all things you know or can easily 
find out, your biggest job here is 
setting the facts down on paper. 


SELF-SELLING NEARLY OVER 


Changing prospects into custom- 
ers and changing customers into 
larger buyers of insurance, in this 
period of keener competition, calls 
for a reappraisal of selling methods. 
The days of self-selling on the part 
of the public, due to well-adver- 
tised higher replacement costs, are 
about over. While there is a great 
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unfilled need for insurance today, 
and there is money to pay for it, 
this does not necessarily mean that 
more insurance will be sold. The 
wants of the people are many and 
in excess of their incomes. 


OnE-Two SysTEM 


Survey selling fits neatly into the 
new picture. Every customer should 
be told of the insurance he needs 
and why he needs it. And agents, 
for reputation’s sake, should keep 
a carbon copy of such recommen- 
dations for future reference. Wants 
are purchased on emotions; needs 
-and insurance is a basic need— 
are purchased on logic. Try out the 
one-two system of solicitation. First, 
appeal to the prospect’s emotions 
—then, to his self-interest. When 


you are sure that you have his in- 
terest, give him the facts that will 
help him make the right decision. 
But since the average man wants 
only things he can understand, give 
him the facts in clear, simple 
language. Try to avoid words like 
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“risk,” “inherent vice,” “pro rata,” 
“short rate,” “endorsement,” “co- 
insurance,” “legal liability” and 
“floater.” But if you do have to use 
them, follow them up with an easily 
understood explanation of their 
meaning. 

Good advertising will increase 
the effectiveness of your personal 
selling. Analyze your advertising in 
the light of the new facts you have 
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gained through the study of your 
territory, your plus qualities, your 
customers and prospects, your sell- 
ing and your competition. Here are 
some of the tests you should apply 
to your present advertising: 

1. Is it planned? 

2. Is it adequate in volume to 

do the kind of job you want 

it to do? 

3. Is it tied up closely with 

the facts revealed by your cus- 

tomer survey? 

4. Is it convincing? 

5. Is it as interesting and at- 

tractive as it should be? 

6. Does it develop the right 

impression of your agency? 

7. Does it prove that all agen- 

cies are not alike—that you 

have something of greater value 

to offer insurance buyers? 

8. Is it directed only to those 

you want to influence, your 

customers and your known 
prospects? 

9. Does it really reflect your 

agency, or with a change in 

name, could it be used by any 
agent? 

10. Is it superior in quality to 

that used by your competitors? 

If your advertising passes this 
test, you are fortunate; if it does 
not, get advertising that will. And 
the best way that I know to do this 
is to set aside enough money to do 
a complete job and—get some pro- 
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fessional cooperation. Ask the help 
of one of your companies whose 
advertising department is prepared 
to give you advertising agency ser- 
vice. The result will be a person- 
alized advertising program that 
will fit your budget and do the job 
you want it to do. Or you may con- 
sider employing the service of an 
advertising agency. Good adver- 
tising alone won't sell insurance, 
but it will make it easier for you 
to sell more insurance—to more 
people. 

If you will study your territory 
so that you know its insurance po- 


tentials—study your customers to 
determine why they buy insurance 
from you—study your accounts to 
get the facts that will enable you 
to do selective selling and prospect- 
ing—study your agency to deter- 
mine your “plus qualities”—study 
your competition so that you know 
your advantages or disadvantages 
—study your selling and advertising 
in order to bring it in line with to- 
day’s needs—then you can build a 
management plan that will be real- 
istic and profitable. 

It will not be as big a job as 
you think. 


*Twas Ever Thus 


When city traffic’s at its peak, 
Whichever way you ride 

The empty parking space you seek 
Is on the other side; 


And when you've turned your car around, 
What prospect do you meet? 

No empty space can now be found 
Except across the street. 


—Norman R. Jaffray 


Reprinted by special permission 
of The Saturday Evening Post. 
Copyright 1948 by The Curtis 
Publishing Company. 








FAMILY AGEDY. This grade-crossing DEATH BY THE CARLOAD. Two passenger trains and a 
accident in which car was dragged 150 feet freight crashed here, killing almost 30 persons and injuring 
along the tracks, resulted in death of a woman, almost 100. One of the passenger trains had stopped for 
serious injury to her son. Husband, who was minor repairs when the other crashed into it, tossing rear 
driving, jumped clear just in time. pullman to an adjoining track into the path of a freight. 


A Railroad 


THE NEWS IN PICTURES 


Death Cars | 


DEATH AT HIGH SPEED. Here are pictures of two cars involved in the same accident—a senseless tragedy 
which involved the innocent as well as the guilty, bringing death to three persons and injury to five. According 
to police, one of the cars was stopping for a traffic light when the other one, driven at a speed which the broken 
speedometer showed to be 90 miles an hour, came over the brow of a hill and slammed into it. One person 
in the speeding car was killed, two others injured. In the waiting car, two were killed, three hurt. 





SKIDDING CAUSED THIS ONE. Sliding 75 feet on 
slippery pavement, this automobile crashed into a 
telephone pole with such terrific force that it wrapped 
around it in an almost solid mass. One person was 
killed in the accident, two others seriously hurt. 


A Automobile 


TH 


THIS ONE WAS LUCKY. With her baby in the 
back seat, driver of this car slowed down to make 
a left turn. A truck behind her, unable to stop, 
swerved off the road, tipped over and fell on her 
car. Lady Luck was on hand, and no one got hurt. 


HIS MOTHER WAITED. When this accident occurred 


the car, a 20-year-old boy, was on his way to church to # 


mother. He was killed instantly as a train hit his car 
crossing, dragging it 300 feet along the tracks and dem 


Meanwhile, his mother waited patiently, unaware of the tra 
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BIG REPAIR JOB. A trolley repairman ruefully 
looks over the shattered remains of. this streetcar 
after it collided head-on with another trolley on 2 
curving section of single track. Three persons 
were injured in the accident. 


ON TH 


harmle 
trolley 
car, L 
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driver of A LONG TOSS. Two runaway freight cars caught THE LIGHT THAT FAILED. A defective 
k up his driver of this automobile unawares as he was crossing signal light had already fallen to the ground 
a grade the tracks. Impact of crash tossed car across the road when it flashed its warning light, too late to 
<7 it. and into a concrete light standard. No one was killed, stop the driver of this car. He crashed into 


but two persons were badly injured. 
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2 RAMPAGE, Concrete mixers usually seem like 
objects, but this one went berserk. It sideswiped a 
d two automobiles, finally came to rest atop a parked 
ily, no one was in the car, and driver of the mixer 
with no more than a cut finger, 


the safety island and was slightly injured. 
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Motor Vehicle \ | 


SKITTISH RUNAWAY. This trolley jumped the tracks, 
sideswiped a pole, smashing both front and rear sections and 
then rammed a cattle truck. This broke some pipes connected 
to trolley’s air brakes, and it careened a block downhill, en- 
tirely out of control, Fifteen persons were injured. 





FIVE _ARM FIRE. Forty pieces of equipment 
responded to this block-long blaze which burned 
out a row of dwellings. There were no casualties, 
and firemen’s vigilance saved a nearby warehouse 
storing 50,000 gallons of highly explosive benzine, 


A Fire 


THE NEWS IN PICTURES 


“OPPOR ” SOARS. Christened “Oppor- 
tunity’’ by Secretary of Labor Maurice J. Tobin 
in ceremonies at the National Airport, this plane 
boosted American Legion-sponsored ‘National 
Employ the Handicapped Week’’ (October 4-10). 


THIS WAS ONCE A HOME, This house stood in the 
path of a raging brush fire that swept across more than 
5,000 acres of powder-dry hillside. The small community 
nearby was spared, but its 4,000 residents stood ready 
for immediate evacuation in the event the wind changed. 


Miscellaneous | 


AWARD WINNER. Illinois gets Assn. of Casualty and 
Surety Cos.’ meritorious award for progress in driver 
education. At presentation, at NAIA annual meeting, are 
(1. to r.) J. D. Dorsett, sn.’s general manager, W. P. 
Welsh, NAJA outgoing p ent, Gov. D. H. Green. 








e The public has become “‘lia- 
bility conscious,” and agents 
should be awake to the tre- 
mendous possibilities of fire 
legal liability, both as a “lead 
line’ for new prospects and 
as an extra service fo present 
customers 


Fire Legal Liability 


article to discuss forms for in- 
suring fire legal liability, nor to 
suggest proper rates and premiums, 
nor to outline underwriting rules, 
nor to argue that the responsibility 
for providing coverage is that of 
either fire or casualty companies. 
Rather, it is to awaken the insur- 
ance producer to the tremendous 
possibilities of the subject as a “lead 
line” for new prospects and as a 
means of offering extra service to 
present customers. 

The setting for a discussion of 
this subject with the insured is per- 
fect. Fires have reached an all-time 
high in magnitude, in frequency 
and in attracting the attention of 
the insuring public. Underwriting 
companies, in their somewhat des- 
perate effort to “stay out of the 
red,” have been forced to resort 
to subrogation where there are cir- 
cumstances pointing to third party 
liability for the fire loss. And most 
important of all—the public is “lia- 


it Is NoT the purpose of this 





By GERALD E. MYERS 





bility conscious” as it has never 
been before. For that fortunate 
circumstance we are indebted to 
our casualty experts and the very 
fine job which they have done in 
providing comprehensive liability 
protection to meet current needs. 
You seldom find an insurance buyer 
who isn’t well acquainted with 
the comprehensive personal lia- 
bility policy and who does not have 
such coverage for himself. Result— 
whether you are having your first 
interview with a new prospect or 
conducting a review of his insur- 
ance with an old client, the chances 
are he will be interested in some 
phase of fire legal liability. 
Consider with him what prop- 
erty belonging to others could be 
damaged by a fire on his premises 
or arising from his operations. First 
there is the surrounding property, 
the building next door, the lumber 


35 
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yard across the street, the property 
of the tenants on the floor below, 
the buildings within a two-block 
radius whose windows might be 
shattered by an explosion set off 
by a fire. Your customer says, “I 
am covered for that; I’ve got prop- 
erty damage on my liability pol- 
icy.” You had better remind him 
that legal liability is measured in 
dollars, in the number of dollars it 
takes to reimburse the owner of 
the damaged property for his loss, 
and that his present $5,000 or $10,- 
000 or $20,000 limit may not go 
very far in covering that legal lia- 
bility. 
A GREATER LIABILITY 


Secondly, there is the personal 
property of others in your insured’s 
plant, that is in his care, custody 
or control and therefore not cov- 
ered under his public liability pol- 
icy. His responsibility for this prop- 
erty is that of a bailee. It is a 
greater liability than that for dam- 
age to surrounding property. It may 
arise in either of two circumstances: 
(1) by contract if he has assumed 
the risk of loss by fire either ver- 
bally or in writing, or (2) by an 
act of negligence on his part or the 
part of his employees. This negli- 
gence can be expressed as a failure 
to use ordinary care. The reason his 
risk is greater as “bailee” than as 
“an adjoining property owner” is 
that as bailee the law of most states 


December 


requires that he prove he was not 
negligent. This places him at quite 
a disadvantage as compared with 
the situation where the adjoining 
property owner, in order to recover, 
must prove that your customer was 
negligent. 


BANISH THE ILLUSION 


With the usual type of bailee 
risk, such as laundries, dry clean- 
ers or furriers, you will have little 
difficulty, because these people are 
aware of the need for bailee’s legal 
liability insurance. The great un- 
developed market in this field is 
among those manufacturers and 
commercial firms where the bail- 
ment is incidental to the main busi- 
ness and where the insured has 
been operating under the illusion 
that the clause in his fire contents 
policy covers his risk. This clause 
reads: “This policy shall cover, 
provided the insured is liable there- 
for, personal property of others 
held in trust, or on commission or 
consignment, in storage or for re- 
pairs, sold but not delivered or 
removed.” Your insured has been 
operating under an illusion because 
he has given no consideration to 
the total value of such property 
which he might expect his policy 
to cover, nor to the effect such in- 
clusion may have on his coinsur- 
ance requirements. An illustration 
of this is the case of a foun- 
dry which has a large value in cus- 
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tomers’ patterns on the premises. 
If the fire is not due to the in- 
sured’s negligence, then he is not 
liable for loss to patterns, the value 
of patterns is not to be included 
in determining coinsurance require- 
ments, and he is not in any way 
concerned because he does not 
need the coverage. On the other 
hand, if the fire is the result of his 
negligence, then he needs cover- 
age under his contents policy, but 
this need automatically makes him 
a coinsurer. 

Some of the questions to ask in 
this connection are: (1) what is 
the extent of the insured’s liability; 
that is, what is the value of prop- 
erty of others on the insured’s 
premises; (2) what arrangements 
or agreements has the assured made 
in connection with insurance on 
such property, and (8) what is 
the customer’s understanding of 
who is to insure the property. In 
every case, your insured can cre- 
ate a better understanding with his 
customers by writing them, inquir- 
ing whether they are covering their 
property in his possession for fire 
loss or whether they expect him 
to, and what is their estimate of 
value of such property. Generally, 
a bailee cannot contract away his 
liability for negligence. That is, an 
agreement that he will not be 
liable for fire damage to property 
on his premises, however caused, 
is of no effect if he negligently 
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causes such loss. Nevertheless he 
may agree with his bailor as to the 
value of the property involved. 
Out of such correspondence there 
may be some cases where the 
customer agrees that your insured 
shall cover him for insurance and 
charge him for the premium. This 
results in a contractual liability, 











Gerald E. Myers 


which is covered in any event un- 
der the liability clause of the con- 
tents policy. Perhaps the customer 
may wish a separate policy to be 
taken out in his name by your 
insured, and he may permit your 
insured to include his name on 
the policy. Your insured will then 
avoid the possibility of subrogation 
even though the fire loss is the re- 
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sult of his negligence. By this proc- 
ess of elimination your insured may 
be able to cover any liability for 
remaining property of others under 
his contents fire policy by adding 
in a small value to his own con- 
tents values, or you may prefer to 
write a separate legal liability con- 
tract. In any case, your insured 
will know exactly where he stands 
on the fire legal liability matter and 
will be grateful to you for insisting 
that he develop this information. 


Nort AN Easy Jos 


It is not easy to find the form 
nor an acceptable rate nor the mar- 
kets to cover this unknown legal 
liability. The casualty companies 
generally have no facilities for such 
coverage, and while the fire com- 
pany rules frequently provide for 
a legal liability contract at 50 per- 
cent of the fire rate and without 
coinsurance clause (this coverage 
excluding any liability which the 
insured has assumed under con- 
tract) the companies are loath to 
accept liability at less than the full 
fire rate. If the coverage cannot be 
placed at less than the published 
contents fire rate, then it may 
be to your advantage to consider 
the bailee’s legal liability cover- 
age offered by the marine com- 
panies. The inland marine policy 
may cover other perils just as im- 
portant as the fire peril, and it 
may cover at unnamed locations, 


December 


You should insist that it be without 
the coinsurance clause and by all 
means, as a final step in this bailee’s 
liability problem, you should elim- 
inate or modify the liability clause 
in the contents fire policy. 


LIABILITY AS A TENANT 


The third type of property lia- 
bility loss which your insured might 
suffer is liability to the owner of 
the building in which he is tenant. 
The public liability policy by its 
“care, custody or control” clause ex- 
cludes coverage for damage to that 
portion of the building which the 
tenant occupies or to the entire 
building if he is sole occupant un- 
der a lease which also makes him 
responsible for building mainte- 
nance, building services, etc. The 
tenant’s liability may be contrac- 
tual, arising under the terms of 
the lease agreement, or as a result 
of negligence. No specific rule can 
be stated for handling a situation 
such as this, but certainly it is not 
enough merely to analyze the lease 
from the standpoint of the contrac- 
tual liability which is normally cov- 
ered under a public liability policy 
and ignore any additional fire legal 
liability hazards. 

If the tenant has agreed under 
the lease to maintain and repair 
the building and there is no excep- 
tion as to fire losses, obviously he 
is in the position of an insurer of 
the building and should carry ade- 





FIRE LEGAL LIABILITY 








What property of others could be damaged by a fire on the premises? 


quate insurance to full building 
value ‘in his own name. Even a 
standard fire policy may not be 
adequate because the obligation of 
the insured may extend to what 
we know as a depreciation loss. For 
example, if fire occurs in thé ele- 
vator shaft and the elevator equip- 


ment is rather old and must be- 


replaced with new and modern 
equipment, there may be a very 
substantial gap between the ex- 
penditure required by the lessee 
and the payment under the build- 
ing fire policy. Depreciation fire 
insurance appears to be the answer 
for this problem. 

In the absence of any contrac- 
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tual liability, the tenant may be 
subject to claim by the landlord 
if the latter has not been able to 
collect all of his loss from his in- 
surance carriers, and also subject 
to claim from the building insurers 
under the law of subrogation. If 
the tenant wishes to cover his lia- 
bility under a separate policy— 
that is, a policy in addition to any 
insurance which the landlord might 
write—he may be obliged to pay 
the full building rate inasmuch 
as the fire companies are very re- 
luctant to cover for Jess than that 
rate. However, since the tenant’s 
insurable interest in amount is not 
accurately known, it may be pos- 
sible to secure a contract without 
the coinsurance clause. 

The most desirable way to han- 
dle this situation is for the tenant 
and the landlord to agree, such as 
is often done in covering improve- 
ments and betterments, that both 
parties may be named as insureds 
in the building policies. This avoids 
double insurance on the same build- 
ing and at the same time saves the 
tenant from the possibility of sub- 
rogation loss. Such arrangement 
may even be extended to include 
any improvements and betterments 
problem. Even this solution will fail 
a good many times if the lease has 


already been drawn and the land- 
lord is not willing to modify it or 
enter into such an agreement. 

It should be obvious that the 
greatest service which you can ren- 
der your insured in connection with 
this problem is to urge that before 
he enters into a lease agreement, he 
consult with you as well as his 
attorney and resolve these difficult 
insurance problems before the lease 
is executed. When the attorney 
who draws the lease is aware of 
the available insurance coverages 
and the types of liability which 
should be avoided under the lease 
agreement, he may eliminate double 
insurance and reduce the insurance 
costs for both parties to the lease. 

It must be admitted that the 
problem of finding adequate insur- 
ance coverage at a reasonable cost 
is still the most serious problem 
in the field of fire legal liability. 
We can be optimistic about an 


‘ultimate solution to this problem 


because the insurance industry has 
a reputation for meeting the needs 
of the insuring public. However, 
we may be able to speed up the 
process if we bring a greater num- 
ber of problems of this kind to our 
company underwriters and make a 
bonafide effort to work with them 
toward an ultimate solution, 
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HON. J. J. DICKERSON 
NEW JERSEY 


r. DickERSON was born in New York City, but has lived in 

New Jersey for the past 25 years. From 1931 to 1933, he 
served as councilman in Palisades Park, and he has served as mayor 
of that municipality since 1939. That same year, he was elected 
to the Bergen County Board of Chosen Freeholders, and he is now 
completing his third term. He also has served for the past four 
years as director of that Board. President and owner of John J. 
Dickerson, Inc., New York City real estate and insurance firm, 
he is a member of the New York Real Estate Board. He became 
Commissioner of the New Jersey State Department of Banking 
and Insurance in July 1948. 





HON. SIGURD ANDERSON 


SOUTH DAKOTA 


Rk. ANDERSON was born in Arendal, Norway, and came to 
South Dakota as a small boy. He received B.A. and LL.B. 
degrees from the University of South Dakota, entered private 
practice of law at Webster, S.D., in 1937, and was twice elected 
State’s Attorney of Day County. In 1941 he was appointed Assis- 
tant Attorney General and Deputy Industrial Commissioner for 
South Dakota and served until 1943, when he reported for active 
duty in the U.S. Navy. Three years later, he returned to private 
practice at Webster, and in November 1946 he was elected Attor- 
ney General and Industrial Commissioner for South Dakota. He is 
a member of the American Bar Association, Bar Association of 
South Dakota, Phi Beta Kappa, Delta Theta Phi law fraternity, 
and many civic and social organizations. 





Usable Ideas for Today 


UNCOVER THE WEAK Spots 

Following are some of the weak 
spots and loopholes an analysis may 
discover in your clients’ insurance 
program: 

Policies incorrectly rated. 

Failure to take advantage of re- 
vised policy forms with broader cov- 
erage. 

Failure to effect substantial savings 
by taking advantage of term insur- 
ance. 

Failure to comply with coinsurance 
requirements resulting in penalty to 
insured. 

Policies covering properties which 
had been disposed of. 

Specific insurance on widely fluc- 
tuating stocks of merchandise result- 
ing in over- and under-insurance dur- 
ing certain periods. 

Numerous policies where one or 
two would suffice. 

Duplication of coverage and cost. 

Loopholes in coverage between ex- 
isting policies. 

Failure to reduce costs by means 
of rating plans. 

—The Employers’ Pioneer 
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WoMEN ARE POSSESSIVE 

Women are as cool, collected and 
open to reason as the hardest-headed 
men alive, when it comes to their 
sense of possession. 

Seventeen million women are num- 
bered among the 60,000,000 persons 
comprising the total wage-earners in 
this country. Those are the latest fig- 
ures from the United States Depart- 
ment of Labor. Ninety-seven percent 
of the women who work do so be- 
cause they must support themselves; 
about 49 percent of them must sup- 
port others also. Eighteen percent are 
the sole support of their households. 

These women have gotten the taste 
of owning the things they want, hav- 
ing obtained them the hard way, 
standing for hours as saleswomen in 
department stores, tapping out end- 
less pages on typewriters, working at 
machines, running their own small 
businesses with all the handicaps and 
frustrations thereof. Their sense of 
possession is strong; their determina- 
tion to hold on puts them in a highly 
receptive mood to act with sense. 

And don’t think for a moment that 
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wealthy women are less aware of the 
importance of their possessions. All 
women have learned, from their busi- 
ness experience, that when it comes 
to possessions, they must forego the 
dubious delight of caprice. They’ve 
got to be sensible—and how! 

Could it be that the long-standing 
method of approaching the sale of 
property and casualty insurance by 
directing the sales effort to “men only” 
is outmoded? Could it be that the 
great and dangerous gap that is 
known to exist in protecting the total 
national wealth is due to lack of good 
sense on the part of men and an 
ignoring of the fact that women can 
appreciate sound logic? Would it not 
be worthwhile to put the common 
sense of women to the test and ap- 
proach them more often and more 
directly in this matter of insurance 
protection? 

The facts of property and casualty 
insurance need only be brought to the 
attention of the average woman to 
make her an ally of the agent who 
comes to her with these facts and the 
answer to what to do about it. He'll 
find out how sensible she is. 

Surveys have indicated that up to 
now great numbers of persons have 
never been approached on the matter 
of adequately insuring against the 
ever-increasing hazards of modern 
life. Has the follow-through on these 
surveys been lacking, to pin down the 
facts about who are these who are 
underinsured? Perhaps they exist 
among these tremendous women- 
groups, who hold so much of our na- 
tional wealth under their control, by 
inheritance or by their own sheer 
hard work. These statistics may wear 
skirts. At any rate, it might pay the 
property and casualty insurance agent 
to delve into this a bit. Make a test 


among the women in your territory tc 
sound out their good sense. Give the 
women the benefit of the same in- 
formation on the subject that has been 
given to the male members of the 
family. Maybe they do have more 
sense than men! 

—The North American Fieldman 
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Rain, Rain, Go Away! 

A line of insurance with an unreal- 
ized potential is rain insurance. The 
specialists in rain insurance all are 
confident that the volume could be 
several times what it is if local agents 
would apply themselves to its devel- 
opment and use their imagination in 
discovering insurance opportunities. It 
is difficult to get local agents and 
field men stimulated to take an inter- 
est in rain insurance, but here and 
there an agent has had his eyes 
opened as to the opportunities and 
has developed some sizable additional 
income. 

One of the veteran specialists in 
rain insurance says that even in places 
of 1,000 to 1,500 population there is 
a premium potential of $500 to $1,000 
in rain insurance and in the large 
cities the sky is the limit. In recent 
years the rain insurance volume for 
the 30-odd companies that write such 
business has been aggregating about 
$300,000. The loss ratio runs some- 
thing over 50% and it is regarded as 
an acceptable line so that the agent 
doesn’t have a problem in getting it 
placed. ... 

One of the specialists, a few years 
ago, made a trip through a portion of 
the west in the interest of promoting 
rain insurance activity on the part of 
field men and local agents. He found 
that the local insurance men were un- 
responsive, so he went direct to those 
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in charge of county fairs and other 
doings and in a week garnered some 
$17,000 in premiums. There is a great 
deal of such business to be had in 
local church, legion and lodge out- 
ings. The business does not come by 
any means entirely from the big, 
highly publicized sporting events. 
There are a great many churches and 
lodges and other organizations that 
rely strongly for the year’s finances on 
the revenue from one or two outdoor 
events each year, and to such organ- 
izations, the income form of rain pol- 
icy is especially attractive. Under this 
plan determination is made as to the 
reasonable expectation of revenue and 
then the difference between that 
amount and what is actually taken in 
is made up by the insurance company 
in the event that there is a fall of 
1/10 of an inch or more of rain dur- 
ing a specified period. 

The other form of contract is the 
valued policy whereunder the face 
amount is paid in the event the rain 
gauge measures 1/10 of an inch or 
more at the weather bureau station or 
is measured at a selected spot by an 
authorized weather bureau representa- 
tive. 

The agent, in selling rain insurance, 
is dealing with organizations that have 
other insurance requirements. He may 
be able to win his way into the ac- 
count by introducing the organization 
to a form of protection that had not 
previously been suggested. 

—The National Underwriter 
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CuurcH INSURANCE 

Many agents do not know that 
there is a policy designed specifically 
for churches. In it the company agrees 
to indemnify the church for all loss 
by burglary, robbery, theft or larceny 
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of property common in houses of wor- 
ship. It also covers damage, except 
by fire, to the church or any other 
building insured under the policy, 
caused by burglary, robbery, theft or 
larceny, if the insured owns the prop- 
erty or is liable for the damage. Prop- 
erty covered ‘is specified as money, 
securities, furnishings, musical instru- 
ments, hymnals, books, scrolls, paint- 
ings, pictures, vestments, plated ware; 
cathedral, memorial art, stained, jew- 
eled and plate glass; altar vessels, 
candelabra, furniture, and fixtures for 
gas, water and plumbing. All these 
things are “included” instead of the 
coverage being limited to them. This 
coverage applies to the parish house, 
parsonage and any other building or 
part of such building owned or leased 
by and for the use of the church in 
its usual activities. Study up on this 
policy and present it to your church 
trustees, or whatever body is in 
charge. 

—Local Agent 
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Four CORNERSTONES 

The four cornerstones of successful 
selling of dishonesty insurance, each 
dependent upon the other, in my 
humble opinion, are: 1. Sincerity; 2. 
Knowledge of what one is selling; 3. 
Knowledge of the needs of the one 
to whom the sale is being made; 4. 
Enthusiasm for the product which one 
is selling. 

A technical discussion of bond 
forms should be avoided when solicit- 
ing dishonesty insurance; it is boring 
to most prospects and may result in 
a lost sale. 

While the majority of fidelity 
bonds are not sold on the first call it 
is not unusual, especially on smaller 
risks where the classification of em- 
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ployees is easily obtained during the 
interview, and the premium can be 
quoted at the proper time during the 
discussion. It is, of course, important 
to be thoroughly familiar with the 
various bond forms and the rate 
manual. 

It is always desirable to see the 
person in authority when soliciting 
dishonesty insurance. A sale can be 
closed more rapidly by seeing the 
president rather than a subordinate, 
who will have to relay the message 
to his superior and will rarely con- 
vince him of the need for dishonesty 
protection. ... 

Be prepared to overcome such old 
excuses as “We have little or no 
money in our office,” “Our bookkeep- 
ing system cannot be beat,” etc. Point 
out the fact that the Treasury Depart- 
ment will not accept excuses or 
1.0.U.’s when the Social Security and 
Payroll Withholding Tax payments are 
due. 

Investigation of new employees is 
important and is a point of interest 
to most employers. 

Most individuals and _ executives 
take pride in their ability as business- 
men and the reputation of their firms, 
An unprotected or under-insured loss 
caused by the dishonesty of an em- 
ployee may not only injure their pride, 
but also cause embarrassment, criti- 
cism from stockholders, or may even 
jeopardize their credit standing. This 
point, when properly used, is very 
effective. 

The explanation of the protection 
granted under the bond should be as 
clear and as concise as possible. By 
means of leading questions, try to get 
the prospect to make inquiries con- 
cerning the coverage. Avoid techni- 
calities in your answers. 

Don’t quote rates or premiums un- 
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til the prospect recognizes the need 
for dishonesty insurance and under- 
stands what it will do for him. Point 
out that the cost is nominal compared 
to the protection granted by the bond 
and that you are not prépared to 
quote a premium until you have de- 
veloped additional information. 
When eventually quoting the pre- 
mium, briefly review the entire pro- 
posal. In other words, remind the 
prospect of the fact that he will be 
protected against a loss of so much 
money (whatever the penalty of the 
bond may be) caused by the dis- 
honesty of any salaried officer or em- 
ployee. Make him realize that he will 
get broad protection at a nominal 
cost. 
When 


properly serviced, fidelity 


bonds present a very good medium 
for additional lines of surety and cas- 
ualty business. 

—American Surety Company Bulletin 
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Wuat Price Fme.iry? 

After presenting the advantages of 
Fidelity Bonds to an employer, if he 
seems to feel that it would not be 
worth the cost, use this answer which 
one agent used to close a_ blanket 
bond sale. “How often do you pay 
your employes?” 

“Twice a month.” 

“If you could absolutely guarantee 
the honesty of your employes by 
placing a package of cigarettes in 
each pay envelope would you think 
it worth while?” 

“Yes, but fidelity insurance would 
cost more than that.” 

This agent figured the premium 
and found the cost to be $3.45 per 
employe a year. At 15 cents per pack 
the cigarettes would cost $3.60. 

—Local Agent 





Dallas Does It 


Pye wuHo are losing sleep over 
the state of their automobile 
liability line would do well to con- 
sider the Dallas plan for keeping 
down accidents and insurance rates. 


In this Texas metropolis there 
is a secret organization of some 
600 members, known as the T- 
Men, who quietly but efficiently 
report traffic violations. This or- 
ganization is credited with not only 
saving many lives but also with 
keeping insurance rates down. It 
is headed by an insurance man, 
Robert W. Thompson, a former 
president of both the Texas and 
Dallas Associations of Insurance 
Agents and owner of the Kirkpat- 
rick-Thompson fire and casualty 
agency. The organization is so se- 
cret that its members are not even 
known to each other, and Mr. 
Thompson is the sole member 
known to the public. 

“Our T-Men are not snoopers, 
cranks or trouble-makers,” Mr. 
Thompson emphasizes. “The or- 
ganization began as a group of 


e The story of the Dailas T-Men 
is a challenge to all agents— 
and all citizens—who are not 
only concerned about highway 
accidents, but are willing to 
do something about it 


- So Can You! 


] 





By ALFONSO JOHNSON 





some 40 hand-picked men in 1937, 
and now has between 600 and 700 
members. We select the persons 
carefully, being sure we have the 
right men for the job. One crank 
in the group could wreck the pub- 


lic approval which we have built 
up over the years. You may rest 
assured that we have many insur- 
ance men in our T-Men group.” 

Pointing out that some 50 to 60 
persons were being needlessly 
killed as a result of traffic acci- 
dents in Dallas in 1936-37, Mr. 
Thompson said the first step was 
to eliminate the flagrant amount of 
“ticket-fixing” which had caused a 
negligent attitude among motorists 
towards the safety of their own 
lives and the lives of others who 
might suffer as a result of reckless 
driving. The second step was the 
new idea of traffic men, who came 
to be known as T-Men. 

The T-Men are under the joint 
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direction of the traffic police cap- 
tain and the Citizen’s Traffic Com- 
mission, the latter composed of a 
select group of Dallas businessmen. 
For more than ten years, the T- 
Men have reported traffic violations 
as a part of the city’s safety educa- 
tion program. Police records prove 
that T-Men reports forcefully edu- 
cate violators as to the require- 
ments of motor vehicle laws and, 
therefore, aid in forestalling future 
violations. 

When a man is selected for the 
responsibility of being a T-Man, 
he is given a number and a supply 
of postal cards bearing that num- 
ber. On these cards, he reports to 
the police department any traffic 
violations he considers flagrant, 
using only his number for identifi- 
cation. The postal cards set out 
the license number of the car, the 
time and the place of the violation, 
the direction in which the car was 
moving and the violation. (An 
exact replica of one of these cards 
is reproduced on page 50 for study. ) 
The owner of the car is identified 
by the police from the license num- 
ber, through the Dallas County 
records. A courteous letter is writ- 
ten—signed by the chief of police 
—asking for the owner’s coopera- 
tion in observing traffic laws and 
good driving practices in the future. 
At all times, the T-Man’s identity 
is strictly concealed. Arrests are 
never made, nor are fines assessed, 


from a T-Man’s report. The only 
action is the courteous letter, ask- 
ing for cooperation. 

Replies to these letters, of which 
there were 11,670 during 1947, 
are usually grateful acknowledge- 
ments, and sometimes the violator 
wants to know how he can become 
a T-Man. When thus advised that 


Alfonso Johnson 


he has been seen speeding, for in- 
stance, one life insurance company 
official of Dallas wrote in return: 
“I am deeply interested in the en- 
forcement of traffic laws, particu- 
larly the law against fast driving; 
not only from a humanitarian stand- 
point but from a business stand- 
point, as the losses suffered by life 
insurance companies as a result of 
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T-Man No... 


License No. .......Wate. ....Time. M. 


Traveling N, S, E, W, Inbound, Outbound, on.... 


(—0 Anti-Noise Violation (Specify Kind) 
(] Cutting In Ahead of Another Vehicle 
(] Passing Stopped Streetcar or Bus 
(J Reckless Weaving 


() Speeding 

0 Ran Red Light 

O) Ran Stop Sign 

( Disregarded Pedestrians 
(J Turned from Wrong Lane OO) No Arm Signal 

0) Driving Wrong Side of Street (1) Defective Headlights 
0 Driving Wrong Way on One-Way St. [J Defective Tail-Light 


Remarks 


Owner 


Rec. Notified 


Address 
_ Ans. 











Report card used by T-Men in recording data on traffic violations 
? y & 


reckless driving are substantial.” 

One man wrote back and said: 
“The friendly reminder in your 
courteous letter telling of a T- 
Man’s report of my running a red 
light recently, was appreciated. I 
have read in the newspapers for 
several years about these friendly 
letters, their effect and the favor- 
able reception which the public 
gives them, but this is my first time 
to receive one.” 

“Of course,” says Joe J. Murray, 
executive secretary for the Citizens’ 
Traffic Commission, “no T-Man re- 
ports every violation, for they al! 
have full-time jobs; the T-Man ac- 
tivity might be classed as their 
hobby. They work not with the 
idea of tripping up citizens on fine 


points of the rules for driving, but 
to report glaring errors that could 
have cost a life or caused a serious 
accident.” 

That Dallas is enjoying niaterially 
lower automobile insurance rates 
than those in force in many other 
cities of the same size, where 
traffic accidents have not been so 
sharply reduced, is a business rea- 
son justifying the T-Men organiza- 
tion. Other cities, including Okla- 
homa City, El Paso, Cincinnati, 
Miami, Salt Lake City, Waco, Lub- 
bock and Asheville, have studied 
Dallas’ method and either already 
have similar groups or are making 
plans to inaugurate a program of 
this kind in the near future. 


Through the Citizens’ Traffic 
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Commission, which represents 
nearly all city-wide civic organiza- 
tions, the T-Men movement has 
been supplemented with improved 
traffic engineering principles, high- 
er standards in police enforcement, 
and educational books on driving 
which are distributed to all drivers 
and school children. Crozier Tech- 
nical High School, Dallas’ down- 
town high school, requires all stu- 
dents to pass the Texas drivers’ 
license test before being graduated. 


TYPES OF VEHICLES 


Of the 11,670 cars reported by 
T-Men in 1947, 10,707 were pas- 
senger cars, 777 were commercial 
vehicles, and the remainder in- 
cluded taxicabs, buses, streetcars 
and motorcycles. Over 470 cars 
were spotted with defective lights. 
Speeding comprised 22 percent of 
all violations reported, and 13 per- 
cent of the cars were driven 
through red lights. About 9.5 per- 
cent were being driven through 
stop signs, 11 percent cut in front 
of other cars dangerously close, 
while 9 percent of the drivers 
gave no indication as to which 
way they intended to turn, or did 
not turn the way they had indicated. 

The T-Men of Dallas are doing 
their part to see that reckless driv- 
ing is minimized. The Citizens’ 
Traffic Commission, and its sub- 
groups,’ handling such projects as 
the educational program in public 
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schools, the work of the DWI 
(Driving While Intoxicated) Com- 
mittee, the activity of the T-Men 
and the large scale publicity given 
good driving rules through the 
newspapers and radio, is directing 
its efforts toward the goals of 
skilled and informed drivers and 
alert and careful pedestrians. 

The secrecy of the T-Men is es- 
sentially the secret of their out- 
standing success. They must be 
alert to notice and report violations, 
but at the same time they must not 
be over-zealous or do anything that 
would bring unfavorable comment 
upon their organization. 


NATIONAL RECORD 


Mayor Jimmie Temple, writing 
in the opening pages of the Citi- 
zens’ Traffic Commission booklet 
on traffic rules, said: “In 1940, 
Dallas went 144 days without a 
traffic death, to set the national 
record which has not yet been 
broken. Dallas won first place that 
year as the nation’s safest city. This 
record can be duplicated if every 
motorist and pedestrian will im- 
prove his own driving and walking 
habits.” 

Dallas has no copyright on the 
T-Men idea. It is wide open for 
use in any community that cares to 
adopt it. Ever increasing emphasis 
is being put on the fact that insur- 
ance agents must pay more atten- 
tion to accident prevention, not 
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only a» a community duty but as 
a matter of stern business necessity. 
Here is a program that can be 
duplicated in any community in 
the United States. 

It can be started by alert insur- 
ance agents anywhere. The first 
step is to get the cooperation of lo- 
cal public authorities and _busi- 
ness organizations. The member- 





ship should not be limited to insur- 
ance men, but should be open to 
anyone who will exercise proper 
judgment in reporting only the 
types of traffic law violations that 
could result in accidents. Properly 
directed, it will quickly win gen- 
eral public support. 

Dallas is doing it—your town 
can, too. 





Nod dofatto 


“Tll let you in on a little secret. I'm expecting another 
around the holidays.” 





“For Conspicuous Service...” 


ULIEN H. Harvey, manager of 

the Accident Prevention De- 
partment of the Association of Cas- 
ualty and Surety Companies, this 
year became the eighth person to 
receive the Arthur Williams Me- 
morial Medal for 


organizations, and the trained en- 
gineering staffs of the member com- 
panies of the Association. One or- 
ganization with which the depart- 
ment is cooperating energetically is 
the National Association of Insur- 

ance Agents. A 





“conspicuous 
service in the 
conservation of 
human life.” The 
award, granted 
annually by the 
American Muse- 
um of Safety in 
recognition of 
outstanding 
achievement in 
the prevention 
of accidents, was 
accompanied by 
the certificate 
pictured here, 
listing Mr. Har- 
vey’s many 
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Conspicuous Service m the 
Conservation of Funtan Life. 


tangible result 
of this collabora- 
tion is the five- 
point accident 
prevention pro- 
gram presented 
in the booklet, 
“Safety Is Good 
Business,” which 
has received 
country-wide 
econ of hf circulation this 
year. 

The selection 
of Mr. Harvey 
to receive this 
award was not 
only personal 








achievements in 
that field, which so well qualify 
him to receive it. 

Under Mr. Harvey’s direction, 
the Accident Prevention Depart- 
ment has developed an outstanding 
program of public service in every 
field of accident prevention. In this 
vital work, the department cooper- 
ates closely with schools and uni- 
versities, public officials and private 


recognition of 
his accomplishments as a safety 
leader of national reputation, but 
also was an exceptional demon- 
stration of the high standing which 
the Association’s Accident Preven- 
tion Department holds, not only 
among safety specialists in every 
section of the country, but also 
among the safety leaders of many 
of the nation’s greatest industries. 
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Six Years Ago 


The successful agent arranges a program with the client. Whatever plan is 
devised, it is recommended that it be adhered to religiously. Here is where 
an agent can be labelled a “businessman” or a “pushover.” Let’s get away 
from the inexcusable and negative selling phrase “no rush on the premium 
—whenever you get around to it.” Such agents can become a nuisance in 


the eyes of the client, and what should be productive hours on new business 
turn out to be collection hours (definitely lost hours) on profitless business. 
And nobody likes to see a “collector."—Matthew P. Zendzian, “Getting 
the Cash.” 


Four Years Ago 


In selling the idea of a survey, the producer must be extremely careful to 
sell the desire for a well arranged insurance program, and not the survey itself. 
The survey itself is merely a supplement to the program of insurance sold to 
the insured. The producer must be careful to see that the survey itself, because 
of its attractive character, does not overshadow the benefit derived from the 
analysis of a client’s insurance needs.—Mary B. Allard, “A Short Course in 


Survey Selling.” 


Two Years Ago 


The insurance agent is a professional man, and as such should devote time to 
research on the problems of his clients. How this can be done in one com- 
munity differs certainly from how it can be done in another, but in any 
event it can be done. . . . Only then will the professional insuranee agent 
be in a position to show his client how to get what the client has requested 
and also to discuss in a business-like manner the things which his client 
should have but may not be cognizant of or completely sold on the need for. 
—Robert M. Prince, “New Horizons in Selling.” 
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LONG HAUL 


TRUCKING COmmany 


e Producers can do much to 
avoid delays in the process- 
ing of assigned risks by being 
sure that all applications for 
insurance through assigned 
risk plans are filled out cor- 
rectly and completely 


Auto Assigned Risk Plans 


I" Is JUST ten years since the first 
automobile assigned risk plan 
was adopted by action of the in- 
dustry. That action was taken for 
the state of New Hampshire, and 
since that time 37 additional states 
have adopted similar plans. 
During its first year of operation, 
the New Hampshire plan assigned 
only 40 risks producing $3,050 of 
premium for bodily injury and 
property damage insurance. By the 
end of 1947, with 13 out of the 38 
states which have assigned risk 
plans unaccounted for, either be- 
cause operational reports have not 
yet been received or they have only 
recently adopted plans, the number 
of assignments has increased to al- 
most 40,000, with a premium vol- 
ume of over $3,000,000 for bodily 
injury and property damage com- 
bined. Included among the states 
unaccounted for is Massachusetts. 
This startling, and one might 
really say alarming, growth in the 
volume of assigned risks illustrates 
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By ALBERT E. SPOTTKE 


more dramatically than the loss ex- 
perience itself the prevailing in- 
adequacy in the level of automobile 
liability rates. It should just about 
clinch the case for the higher rates 
that are required by the rising loss 
cost trend, both to eliminate a con- 
tinuation of underwriting losses for 
the companies and to provide a 
more adequate market for the in- 
surance buyer. 

If the casualty business is to sup- 
ply the growing market it is facing 
in every direction, it must, like 
every other business, expand its 
facilities. That means new capital, 
and capital will flow only where it 
has reasonable assurance of a profit. 

As additional states adopted 
automobile assigned risk plans, it 
became evident that it would be 
desirable to have a National Ad- 
visory Committee on Automobile 
Assigned Risk Plans on which all 
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classes of companies would be rep- 
resented: i.e., organized stock and 
non-stock companies as well as in- 
dependent stock and_non-stock 
companies. Uniformity in the prin- 
ciples underlying these plans and 
in their administration are worth- 
while and necessary objectives, con- 
sidering the nationwide operations 
and volume of the companies. An 
advisory committee would promote 
these objectives and sound progress 
in the future development and re- 
finement of the plans. Such a com- 
mittee was therefore appointed in 
1945, and has been available since 
that time for the consideration of 
basic questions of policy and ad- 
ministration. 


CERTAIN CHANGES BENEFICIAL 


Although substantial uniformity 
has been achieved over the ten- 
year period that automobile as- 
signed risk plans have been in ex- 
istence, both in their basic provi- 
sions and requirements and in their 
administration, it has become ap- 
parent during the past year that it 
would be beneficial to all con- 
cerned to make certain changes in 
the plans to enable them to deal 
better with the more complicated 
present-day problem of making as- 
signments on a basis fair to all. 
This problem has resulted largely 
from the influx into the plans of a 
substantial portion of long-haul 
truck, bus and other public pas- 
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senger-carrying risks. In addition, 
it became evident that the machin- 
ery for making assignments had to 
be accelerated to keep pace with 
the increasing load. With these ob- 
jectives in mind, the National Ad- 
visory Committee has developed a 
Uniform Automobile Assigned Risk 
Plan, which has been submitted for 
acceptance to the states and the 
companies licensed in those states. 
It is hoped that the new uniform 
plan will be adopted quite general- 
ly in order that the maximum of 
consistency may be achieved. The 
outstanding differences between 
the new uniform plan and those 
which have been in use heretofore 
are: 


REVISED ASSIGNING METHOD 


1. Under the new uniform plan 
a revised method of assigning risks 
has been established. This method 
recognizes the position of those 
companies which do not write long- 
haul truck risks or public passen- 
ger-carrying risks other than indi- 
vidual taxicabs or livery cars. Since 
the long-haul operator, whether a 
commercial car or bus operator, 
presents a distinctly different prob- 
lem from the ordinary automobile 
risk, especially from the standpoint 
of engineering and claims service, 
the new uniform plan recognizes 
the claim that companies which are 
not equipped to write such risks 
are in no position to give them the 
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kind of service they require to 
make the insurance transaction a 
paying proposition from the stand- 
point of the insured or the com- 
pany. Consequently, under the new 
uniform plan no long-haul truck or 
bus risks are assignable to such a 
company. In order to obtain an 
exemption on this count, however, 
it is necessary for a company to 
produce evidence that it has not 
insured during the past year and 
does not now insure any risk in the 
categories mentioned. 

Companies that are in a position 
to accept such risks, however, will 
receive a premium credit of $2 in 
the assignment procedure for each 
dollar of premium actually pro- 
duced by the risk. By this method, 
whenever a company receives an 
assignment of such a risk it will 
get twice the credit it would other- 
wise earn toward its quota of as- 
signed risks. 

Thus the National Advisory Com- 
mittee has made a sincere effort to 
deal fairly and equitably with all 
companies it has recognized. It 
does this first through the funda- 
mental principle on which the as- 
signed risk plans are based, name- 
ly, that all companies which write 
automobile bodily injury liability 
insurance in a state will assume 
their fair share of assigned risks. 
Second, provision has been made 
that if for practical reasons, such 
as the absence of adequate rein- 
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surance facilities on the part of a 
company to handle certain types 
of risks, it is in the interest of the 
risk and the company to make ex- 
ception to the general principle, 
then such an exception should be 
made. At the same time, in recogni- 
tion of the exception, some com- 
pensating benefit should be ac- 
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corded the companies that are car- 
rying the burden. 

Considering the recognized prac- 
tical aspects of the problem and the 
fact that the committee which de- 
veloped the new uniform plan 
represents all classes of carriers, it 
is perplexing to find that exception 
has been taken by some to the rea- 
sonableness of this proposal. In or- 
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der to deal with the problem in a 
manner that will assure fair ad- 
ministration of the issue, the pre- 
requisite had to be laid down that 
an exception could be granted only 
if the company demonstrates con- 
clusively that it has not written 
business in the classes referred to 
during the past year, and that it 
does not have any such business 
on its books at the present time. 
Any departure from this straight- 
forward rule would obviously cre- 
ate a situation that would produce 
inequities among the carriers. To 
the same extent that there must be 
rigid adherence to this rule, there 
must also be rigid adherence to the 
fundamental principle underlying 
it, namely, that if a company is to 
be exempt with respect to any other 
class of business it must be able to 
prove that it has not written any 
of that class during the past year, 
nor has it any business of that class 
on its books at the present time. 


ALL oR NOTHING 


There have been instances where 
companies have taken the position 
that since they do write long-haul 
truck and bus risks and, therefore, 
will receive assignments of such 
risks, they should be granted an ex- 
emption with respect to other 
classes to compensate them for 
writing the former classes. But in 
no such instances have any of these 
companies denied that they do in 
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fact write some business of the 
class for which they want an ex- 
emption. In fact, the admission has 
been made that a certain amount 
of that business was written by 
these companies as an accommoda- 
tion. That points up the very rea- 
son why it is a case of “all or noth- 
ing at all.” There are many com- 
panies which, rightly or wrongly, 
write a small amount of long-haul 
truck and bus business, and they 
do this purely on an accommoda- 
tion basis. None of these compa- 
nies is entitled to, nor can they 
obtain, an exemption on this class 
on the plea that the company 
writes only a limited volume of 
such business as an accommoda- 
tion. The reason must be apparent. 
It must be possible to draw a clear- 
cut line of demarcation between 
the companies on the question of 
exemptions for certain classes of 
business, and this line can be clear- 
cut only if an exemption is allowed 
with respect to those classes in 
which the company does not write 
any business. An attempt to do 
otherwise would be doomed to 
failure because of the impossible 
administrative problem it would 
pose. 


DIFFERENCE AMONG COMPANIES 


It is regrettable that a difference 
developed among companies on 
this point, because any plan of this 
kind requires a compromise of 





AUTO ASSIGNED RISK PLANS 


Long-haul trucks present a 


views and possibly, to a degree, 
even of principle, if the industry is 
to meet the problem of the assigned 
risk. It is all the more regrettable 
that a difference should have de- 
veloped at this stage when the com- 
panies showed such good spirit in 
the initial adoption of assigned risk 
plans and subscribed to these plans 
without a single exception in state 


distinctly different problem 


after state as the problem presented 
itself. The practical aspects of the 
present issue pale into insignifi- 
cance when compared with the 
original sacrifice on the part of each 
company when it surrendered what 
at one time was considered an in- 
alienable right, namely, the right to 
underwrite each individual risk. In 
view of the prolonged considera- 
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tion which the National Advisory 
Committee gave to the problem, 
the fact that the solution offered 
involves concessions on the part of 
all concerned and includes a fair 
and practical basis for compensat- 
ing those companies which are in 
a position to accept long-haul truck 
and bus risks, should demonstrate 
to those interested in the problem 
that the new plan contains the best 
solution yet offered. It is a solu- 
tion which is not only practical 
from an administrative standpoint, 
but is in the best interest of the 
companies, the insureds and the 
producers. 


FrE ESTABLISHED 


2. Another important change is 


the establishment of a fee of $5 
per car subject to a maximum of 
$50 per risk, which must be paid 
when the application for assign- 
ment is submitted to the adminis- 
trative office. This fee is intended 
to defray expenses which are in- 
curred in processing applications 
for assignment and in conducting 
the necessary investigation of the 
applicant’s qualifications. If the risk 
accepts the insurance upon assign- 
ment, the fee is credited against 
the premium for the policy. If the 
risk is rejected, the fee is returned 
to the applicant; but if the appli- 
cant himself refuses to accept the 
insurance when it is offered follow- 
ing assignment, the fee is retained 


December 


for the purposes originally stated. 

The investigating fee should not 
impose a substantial amount of ad- 
ditional bookkeeping or banking 
requirements on the administrative 
office for the plan. All that need be 
done by the administrator of a plan, 
when a risk is assigned to a com- 
pany, is to endorse the check to the 
company to which the risk has been 
assigned. If the fee is paid by 
money order or in cash, the ad- 
ministrator may draw a check. In 
California, where such a fee has 
been required for some time, it has 
been found that the more popular 
method of paying the fee to the ad- 
ministrator of the plan is by means 
of a check. After a company ob- 
tains an assignment and the en- 
dorsed check, it is, of course, op- 
tional with the company how it will 
handle the fee. In the case of one 
company, a procedure has been es- 
tablished whereby the endorsed 
check is deposited and the funds 
so collected are maintained in a 
designated account within the com- 
pany awaiting final action on the 
risk—that is, either the issuance of 
the policy and the collection of the 
balance of the premium, or refund- 
ing of the deposit to the risk if it 
is found ineligible for the insur- 
ance. In the latter case the com- 
pany issues its own check to the 
applicant for the amount of the fee. 

It has been found that about 25 
percent of the risks processed by 
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the compames under assigned risk 
plans are subsequently not insured, 
either because the risk has obtained 
insurance elsewhere voluntarily or 
because it has decided not to pur- 
chase insurance. Heretofore, this 
involved a sizable amount of addi- 
tional work both for the manager 
of the plan and the companies. In 
California, where the fee idea has 
been in use for several years, the 
percentage of risks which are as- 
signed and processed but where 
the applicant nevertheless subse- 
quently does not accept the policy, 
is down to five percent. The re- 
quirement of a fee to defray cer- 
tain expenses incurred obviously is 
largely responsible for this show- 


ing. 
A New SuRCHARGE 


8. Another important difference 
between the new uniform plan and 
those in use in the past is that 
under the new plan a surcharge 
of 25 percent applies to risks which 
during the three-year period im- 
mediately preceding the date of 
application were involved in acci- 
dents or convictions, or required to 
make a financial responsibility fil- 
ing under circumstances as speci- 
fied in Section 15 of the new plan. 
The prevailing surcharges of ten 
percent for public passenger-car- 
rying and long-haul trucking risks 
and 15 percent for all other classes 
are continued for those which do 
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not come within the scope of the 
requirements for a 25 percent sur- 
charge. 

Assigned risks should, as far as 
possible, pay their own way. Thus 
far, they have not been doing that. 
The loss ratio on these risks for the 
states that have had plans in oper- 
ation was 115 percent for bodily 
injury and 78 percent for property 
damage for 1945, the latest year 
available. It probably will be nec- 
essary to establish additional clas- 
sifications providing for higher rates 
for certain classes of assigned risks 
if the foregoing loss ratio is to be 
brought closer to the permissible. 
This is a problem that has been 
receiving serious thought by under- 
writers for some time, but until its 
solution is achieved by the estab- 
lishment of additional classifications 
it must be met by the next best 
means, namely, the imposition of 
a higher surcharge than that col- 
lected in the past on risks which 
are assigned because of their poor 
accident or conviction record, or 
because of the inherent hazard of 
their operations. 


FORMER REQUIREMENT ABOLISHED 


4, Finally, the previous require- 
ment that every risk obtain three 
letters of declination before appli- 
cation for assignment is made has 
been discontinued. Under the new 
uniform plan it is merely necessary 
for the risk to certify that it has not 
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been able to obtain insurance in the 
normal manner in order to be eligi- 
ble for consideration. The new uni- 
form plan also provides in the case 
of long-haul truckmen and public 
automobile risks, which are re- 
quired to furnish evidence of insur- 
ance as a prerequisite to operation, 
that a policy of insurance will be 
issued immediately by the compa- 
ny to which the risk is assigned. 
The company thereafter will make 
the customary investigation to de- 
termine whether the risk is eligi- 
ble for insurance under the plan. 
In this manner, all possible grounds 


are removed for any criticism that 
the risk has temporarily been kept 
off the highway by failure of the 
insurance industry to provide in- 
surance and that the public trans- 
portation facilities have suffered to 
that extent. 

The new uniform plan permits 
more rapid processing of rates, but, 
as always, it will continue to be 
essential that producers see to it 
that every application submitted to 
the administrative office for the 
plan is filled out correctly and com- 
pletely in order to avoid delays in 
obtaining insurance. 
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“Good morning, Mrs. Wilgus. Is the lapsed policy at home?” 





Joun C. Bropsxky, secretary of the 
Fidelity and Casualty Company of 
New York, joined the company in 
1909. He holds A.B., LL.B. and J.D. 
degrees from New York University, 
and was admitted to the New York 
Bar in 1912. He has lectured at the 
Insurance Society of New York and 
the New York State Brokers Qualifica- 
tion Course. Member, Casualty and 
Surety Club, Surety Underwriters As- 
sociation and Phi Beta Kappa. (These 
Bonds Pay Two Ways, page 1..) 
v 7 5 
RayMonp C, Drener has his own ad- 
vertising agency, and a market and 
public opinion research organization 
specializing in insurance, in Harwich 
Port, Mass. A newspaperman early in 
his career, he joined the Firemen’s of 
Newark in 1914. After serving in 
World War I, he opened his own in- 
surance agency, which he ran until 
1924, when he became advertising 
and sales promotion manager of the 
Boston and Old Colony insurance 
companies. He remained there—with 
time out for service in World War II 
—until his retirement this year. (How 
About Surveying Yourself?, page 23.) 
: £9 


ALFonso JoHNSON is manager of the 
Dallas Insurance Agents Association, 
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Inc., and Dallas correspondent for 
many insurance journals. Former col- 
umnist for the Insurance Field; author 
of a syndicated feature, “The Bible 
Says.” Foreign correspondent and 
business manager, The Japan Adver- 
tiser, Tokyo, 1918-1920; U.S. Trade 
Commissioner to Japan, 1920; educa- 
tional director, Tokyo Y.M.C.A., 1919- 
1920. Bachelor of Journalism, Uni- 
versity of Missouri School of Journal- 
ism, 1922; business editor, The Dallas 
News, 1924-1930. Public relations di- 
rector, NAIA’s association executives 
conference for several years. Member, 
Sigma Delta Chi, Alpha Delta Sigma, 
Kappa Tau Alpha and American 
Trade Association Executives. (Dallas 
Does It; So Can You! page 48.) 
7 7 7 

Joun J. Leppy is associate director of 
education for the Bankers Indemnity 
Insurance Company. After attending 


Fordham University, he studied at the 
Insurance Society of New York and 


Rutgers University. He joined the 
Bankers Indemnity in 1934. He has 
been a junior underwriter, underwriter 
and inspector, and was assistant su- 
perintendent of the burglary and glass 
department when he entered military 
service in 1941. He returned as assis- 
tant superintendent of the burglary, 
glass & accident and health depart- 
ment in 1946. He lectured before the 
education classes of The American In- 
surance Group, 1947-1948. (Open 
Stock Burglary Insurance, page 11.) 
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Dave R. McKown has been in the 
insurance business since 1921 and has 
operated a general agency in Okla- 
homa City since 1939. Member, 
agents’ licensing law committee, 
NAIA: vice president and chairman of 
the legislative committee, Oklahoma 
AIA; member, executive committee, 


Oklahoma City Insurors’ Exchange. 
(Oklahoma Has an Idea, page 17.) 
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GerALp E. Myers is director of spe- 
cial services for W. A. Alexander & 
Company, Chicago, and an instructor 
of insurance law, Illinois Institute of 
Technology. He was graduated from 
Armour Institute (now the Illinois In- 
stitute of Technology) in 1934, with 
a degree in fire protection engineer- 
ing. A graduate of John Marshall Law 
School, he is a member of the Illinois 
Bar, Chicago Bar Association and 
American Bar Association. He joined 
W. A. Alexander & Company in 1939 
as sales engineer, after serving with 
the Illinois Inspection Bureau; re- 
ceived the C.P.C.U. designation, 1945. 
(Fire Legal Liability, page 35.) 
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AuBERT E. SpotTrKeE is vice president 
and New York manager of the Massa- 
chusetts Bonding and Insurance Com- 
pany. A graduate of Cornell Univer- 
sity with a mechanical engineering 
degree, he did post-graduate work at 
Columbia University. After being em- 
ployed by Hudson Motors, Inc., and 
the Consolidated Edison Company of 
New York, he joined the National Bu- 
reau of Casualty Underwriters in 
1926, and served as manager of the 
automobile division and chairman of 
the automobile rating committee for 
several years. He was elected secre- 
tary in 1946, and left this year to 
accept his present position. (Auto As- 
signed Risk Plans, page 55. ) 
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